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7KH (TXDO &UHGLW 2SSRUWXQLW\ $FW ³(&2$´ LV D IHGHUDO ODZ
WKDW SURKLELWV FUHGLW GLVFULPLQDWLRQ EHFDXVH RI VH[ PDULWDO VWDWXV
UDFH DJH DQG RWKHU SHUVRQDO DWWULEXWHV &RQJUHVV HQDFWHG WKH
(&2$ LQ  WR HOLPLQDWH XQIDLU OHQGLQJ SUDFWLFHV WKDW LQKLELW
HTXDOLW\ LQ WKH FUHGLW LQGXVWU\ GXH WR IDFWRUV XQUHODWHG WR DQ
DSSOLFDQW¶V FUHGLWZRUWKLQHVV 5HFHQWO\ WKH &RQVXPHU )LQDQFLDO
 (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$  86&   
 (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$ 3XE /   6WDW 
 FRGLILHG DV  86&    6HFWLRQ  RI 3XE / 
SURYLGHG WKDW ³7KH &RQJUHVV ILQGV WKDW WKHUH LV D QHHG WR LQVXUH WKDW WKH YDULRXV
ILQDQFLDO LQVWLWXWLRQV DQG RWKHU ILUPV HQJDJHG LQ WKH H[WHQVLRQV RI FUHGLW H[HUFLVH
WKHLU UHVSRQVLELOLW\ WR PDNH FUHGLW DYDLODEOH ZLWK IDLUQHVV LPSDUWLDOLW\ DQG
ZLWKRXW GLVFULPLQDWLRQ RQ WKH EDVLV RI VH[ RU PDULWDO VWDWXV (FRQRPLF
VWDELOL]DWLRQ ZRXOG EH HQKDQFHG DQG FRPSHWLWLRQ DPRQJ WKH YDULRXV ILQDQFLDO
LQVWLWXWLRQV DQG RWKHU ILUPV HQJDJHG LQ WKH H[WHQVLRQ RI FUHGLW ZRXOG EH
VWUHQJWKHQHG E\ DQ DEVHQFH RI GLVFULPLQDWLRQ RQ WKH EDVLV RI VH[ RU PDULWDO VWDWXV
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3URWHFWLRQ %XUHDX ³&)3%´ RU ³%XUHDX´ VXHG VHYHUDO DXWRPRELOH
ILQDQFLHUV DQG DOOHJHG (&2$ YLRODWLRQV LQ WKH YDULRXV FRPSODLQWV
:KLOH DOO RI WKHVH FDVHV ZHUH VHWWOHG WKRVH VHWWOHPHQWV EHFDPH
FRQWURYHUVLDO ZKHQ FULWLFV TXHVWLRQHG WKH &)3%¶V XVH RI DQ
HYLGHQWLDU\ VWDQGDUG NQRZQ DV ³GLVSDUDWH LPSDFW´ WR VXSSRUW LWV
GLVFULPLQDWLRQ FODLPV 'LVSDUDWH LPSDFW GLVFULPLQDWLRQ RFFXUV ZKHQ
SODLQWLIIV ZLWK SURWHFWHG FODVV VWDWXV SURYH WKDW D GHIHQGDQW¶V IDFLDOO\
QHXWUDO SUDFWLFHV KDYH D GLVSURSRUWLRQDWH DGYHUVH HIIHFW RQ WKHP
'HIHQGDQWV DUH OLDEOH IRU FDXVLQJ WKHVH QHJDWLYH HIIHFWV XQOHVV WKH\
DV ZHOO DV E\ WKH LQIRUPHG XVH RI FUHGLW ZKLFK &RQJUHVV KDV KHUHWRIRUH VRXJKW WR
SURPRWH ,W LV WKH SXUSRVH RI WKLV $FW >VHH 6KRUW 7LWOH QRWH VHW RXW XQGHU VHFWLRQ
 RI WKLV WLWOH@ WR UHTXLUH WKDW ILQDQFLDO LQVWLWXWLRQV DQG RWKHU ILUPV HQJDJHG LQ
WKH H[WHQVLRQ RI FUHGLW PDNH WKDW FUHGLW HTXDOO\ DYDLODEOH WR DOO FUHGLWZRUWK\
FXVWRPHUV ZLWKRXW UHJDUG WR VH[ RU PDULWDO VWDWXV´ ,G DW  
³&UHGLWZRUWKLQHVV´ SHUWDLQV WR DQ DSSOLFDQW¶V DELOLW\ DQG ZLOOLQJQHVV WR UHSD\ D
ORDQ 6HH :LQQLH ) 7D\ORU 0HHWLQJ WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW¶V
6SHFLILFLW\ 5HTXLUHPHQW -XGJPHQWDO DQG 6WDWLVWLFDO 6FRULQJ 6\VWHPV  %8)) /
5(9  ±  >KHUHLQDIWHU 7D\ORU0HHWLQJ WKH (TXDO &UHGLW 2SSRUWXQLW\
$FW¶V 6SHFLILFLW\ 5HTXLUHPHQW@
 'RGG)UDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWHFWLRQ $FW 'RGG
)UDQN $FW 3XE / 1R   D  6WDW    FRGLILHG
DW  86&  D  HVWDEOLVKLQJ WKH &)3%
 6HH 3UHVV 5HOHDVH &RQVXPHU )LQ 3URW %XUHDX &)3% 7DNHV $FWLRQ
$JDLQVW )LIWK 7KLUG %DQN IRU $XWR/HQGLQJ 'LVFULPLQDWLRQ DQG ,OOHJDO &UHGLW
&DUG 3UDFWLFHV 6HSW   >KHUHLQDIWHU 3UHVV 5HOHDVH )LIWK 7KLUG %DQN
KWWSVZZZFRQVXPHUILQDQFHJRYDERXWXVQHZVURRPFISEWDNHVDFWLRQ
DJDLQVWILIWKWKLUGEDQNIRUDXWROHQGLQJGLVFULPLQDWLRQDQGLOOHJDOFUHGLWFDUG
SUDFWLFHV 3UHVV 5HOHDVH &RQVXPHU )LQ 3URW %XUHDX &)3% DQG '2- 2UGHU $OO\
WR 3D\  0LOOLRQ WR &RQVXPHUV +DUPHG E\ 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ
'HF   >KHUHLQDIWHU 3UHVV 5HOHDVH &)3% DQG '2- 2UGHU $OO\ WR 3D\ 
0LOOLRQ@ KWWSVZZZFRQVXPHUILQDQFHJRYDERXWXVQHZVURRPFISEDQGGRM
RUGHUDOO\WRSD\PLOOLRQWRFRQVXPHUVKDUPHGE\GLVFULPLQDWRU\DXWRORDQ
SULFLQJ 3UHVV 5HOHDVH &RQVXPHU )LQ 3URW %XUHDX &)3% DQG '2- 5HDFK
5HVROXWLRQ ZLWK +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ -XO\ 
 >KHUHLQDIWHU 3UHVV 5HOHDVH +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ
3ULFLQJ@ KWWSVZZZFRQVXPHUILQDQFHJRYDERXWXVQHZVURRPFISEDQGGRM
UHDFKUHVROXWLRQZLWKKRQGDWRDGGUHVVGLVFULPLQDWRU\DXWRORDQSULFLQJ
 6HH:LQQLH ) 7D\ORU (OLPLQDWLQJ 5DFLDO 'LVFULPLQDWLRQ LQ WKH 6XESULPH
0RUWJDJH 0DUNHW 3URSRVDOV IRU )DLU /HQGLQJ 5HIRUP  - / 	 32/¶<  
Q  >KHUHLQDIWHU 7D\ORU (OLPLQDWLQJ 5DFLDO 'LVFULPLQDWLRQ LQ WKH
6XESULPH 0RUWJDJH 0DUNHW@
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FDQ SURYLGH OHJLWLPDWH EXVLQHVV UDWLRQDOHV WR MXVWLI\ WKHLU SUDFWLFHV
$EVHQW VXFK MXVWLILFDWLRQV GHIHQGDQWV PD\ EH IRXQG OLDEOH IRU
YLRODWLRQV RI DQWLGLVFULPLQDWLRQ ODZV HYHQ LI WKHUH ZDV QR LQWHQW WR
GLVFULPLQDWH
:KLOH SODLQWLIIV PD\ XVH GLVSDUDWH LPSDFW WKHRU\ WR SURYH
XQLQWHQWLRQDO GLVFULPLQDWLRQ WKH\ PD\ DOVR XVH DQRWKHU DQDO\WLFDO
IUDPHZRUN FDOOHG ³GLVSDUDWH WUHDWPHQW´ WR SURYH LQWHQWLRQDO
GLVFULPLQDWLRQ %HFDXVH GLVSDUDWH LPSDFW WKHRU\ LPSRVHV OLDELOLW\
RQ GHIHQGDQWV UHJDUGOHVV RI ZKHWKHU WKH\ LQWHQGHG WR GLVFULPLQDWH
RU QRW FULWLFV DUH VNHSWLFDO DERXW LWV YDOLGLW\ 6RPH EHOLHYH WKDW
SODLQWLIIV PD\ QRW XVH GLVSDUDWH LPSDFW DQDO\VLV WR SURYH WKHLU FODLPV
XQOHVV H[SUHVVO\ DXWKRUL]HG E\ D VWDWXWH :KHWKHU VXFK
DXWKRUL]DWLRQ H[LVWV LV DQ LVVXH WKDW WKH 8QLWHG 6WDWHV 6XSUHPH &RXUW
KDV DGGUHVVHG VHYHUDO WLPHV ,Q  WKH &RXUW GHFLGHG WKDW 7LWOH
9,, RI WKH  &LYLO 5LJKWV $FW DXWKRUL]HV GLVSDUDWH LPSDFW
OLDELOLW\ /DWHU LQ  WKH &RXUW GHFLGHG WKDW WKH $JH
'LVFULPLQDWLRQ LQ (PSOR\PHQW $FW ³$'($´ DOORZV SODLQWLIIV ZKR
VXH XQGHU LW WR XVH GLVSDUDWH LPSDFW WKHRU\ WR SURYH WKHLU FODLPV
0RUH UHFHQWO\ LQ  WKH &RXUW LQ 7H[DV 'HSDUWPHQW RI +RXVLQJ
DQG &RPPXQLW\ $IIDLUV Y ,QFOXVLYH &RPPXQLWLHV 3URMHFW KHOG WKDW
GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH XQGHU WKH )DLU +RXVLQJ $FW
 6HH LG
 6HH LG
 6HH LG DW  Q 
 6HH 3HWHU 1 &XELWD 	 0LFKHOOH +DUWPDQQ 7KH (&2$ 'LVFULPLQDWLRQ
3URVFULSWLRQ DQG 'LVSDUDWH ,PSDFW²,QWHUSUHWLQJ WKH 0HDQLQJ RI WKH :RUGV 7KDW
$FWXDOO\ $UH 7KHUH  %86 /$:  ±  DUJXLQJ WKDW &RQJUHVV GLG
QRW LQWHQG IRU WKH GLVSDUDWH LPSDFW PHWKRG RI SURYLQJ GLVFULPLQDWLRQ FODLPV WR
DSSO\ LQ (&2$ OLWLJDWLRQ EHFDXVH QHLWKHU WKH (&2$¶V VWDWXWRU\ GLVFULPLQDWLRQ
SURVFULSWLRQ QRU LWV OHJLVODWLYH KLVWRU\ VXSSRUWV D ILQGLQJ WKDW WKH $FW SURKLELWV
IDFLDOO\ QHXWUDO SUDFWLFHV WKDW GLVSDUDWHO\ DIIHFW SURWHFWHG FODVV PHPEHUV
 6HH 7H[ 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW 
6 &W   6PLWK Y &LW\ RI -DFNVRQ  86   *ULJJV Y 'XNH
3RZHU &R  86  
 7LWOH 9,, RI WKH &LYLO 5LJKWV $FW RI  7LWOH 9,, 3XE / 1R 
 6WDW   FRGLILHG DW  86&  H 
 6HH *ULJJV  86 DW ±
 $JH 'LVFULPLQDWLRQ LQ (PSOR\PHQW $FW $'($ 3XE / 1R  
6WDW   FRGLILHG LQ VFDWWHUHG VHFWLRQV RI WKH 86& 6PLWK  86 DW

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)+$ 7KLV $UWLFOH H[SORUHV ZKHWKHU WKH &RXUW ZRXOG VLPLODUO\
FRQFOXGH WKDW (&2$ SODLQWLIIV FDQ XVH LPSDFW DQDO\VLV WR SURYH
OHQGLQJ GLVFULPLQDWLRQ FODLPV
7KURXJK DQ DQDO\VLV RI WKH &RXUW¶V UHDVRQLQJ LQ ,QFOXVLYH
&RPPXQLWLHV WKLV $UWLFOH DUJXHV WKDW IURP D KLVWRULFDO SHUVSHFWLYH
WKH GHFLVLRQ VXSSRUWV (&2$ GLVSDUDWH LPSDFW OLDELOLW\ 7KH &RXUW
GUHZ LWV FRQFOXVLRQ LQ ,QFOXVLYH &RPPXQLWLHV IURP WKUHH VRXUFHV
WKH WH[W RI WKH )+$ FRQJUHVVLRQDO LQWHQW DQG SXEOLF SROLF\
$OWKRXJK WKH &RXUW¶V WH[WXDO DQDO\VLV GRHV QRW DSSO\ VXFFHVVIXOO\ WR
WKH (&2$ WKLV $UWLFOH DUJXHV WKDW WKH VWDWXWH¶V OHJLVODWLYH
XQGHUSLQQLQJV DQG SROLF\ REMHFWLYHV RYHUFRPH WKLV GHILFLHQF\
7KH KLVWRULFDO SHUVSHFWLYH WKLV $UWLFOH SUHVHQWV WUDFHV WKH (&2$
IURP LWV RULJLQ LQ  ZKHQ &RQJUHVV HQDFWHG WKH VWDWXWH $W WKDW
WLPH ODZPDNHUV IRFXVHG SULPDULO\ RQ SURKLELWLQJ WKH XQIDLU
WUHDWPHQW RI ZRPHQ E\ OHQGHUV GXH WR VH[ DQG PDULWDO VWDWXV 7KLV
$UWLFOH UHFRQVWUXFWV WKH OHQGLQJ HQYLURQPHQW WKDW H[LVWHG IRU ZRPHQ
LQ WKH HDUO\ V DQG GHPRQVWUDWHV ZK\ &RQJUHVV OLNHO\ LQWHQGHG
IRU WKH (&2$ WR UHPRYH LQWHQWLRQDO DV ZHOO DV XQLQWHQWLRQDO EDUULHUV
WKDW SUHYHQWHG ZRPHQ IURP REWDLQLQJ FUHGLW HTXDOLW\ $OWKRXJK
 ,QFOXVLYH &PW\V  6 &W DW  KROGLQJ WKDW ³GLVSDUDWHLPSDFW FODLPV
DUH FRJQL]DEOH XQGHU WKH )DLU +RXVLQJ $FW XSRQ FRQVLGHULQJ LWV UHVXOWVRULHQWHG
ODQJXDJH WKH &RXUW¶V LQWHUSUHWDWLRQ RI VLPLODU ODQJXDJH LQ 7LWOH 9,, DQG WKH
$'($ &RQJUHVV¶ UDWLILFDWLRQ RI GLVSDUDWHLPSDFW FODLPV LQ  DJDLQVW WKH
EDFNGURS RI WKH XQDQLPRXV YLHZ RI QLQH &RXUWV RI $SSHDOV DQG WKH VWDWXWRU\
SXUSRVH´ VHH )DLU +RXVLQJ $FW )+$  86&    
 ,Q  WKH ,QFOXVLYH &RPPXQLWLHV 3URMHFW ,QF ,&3 D 'DOODV KRXVLQJ
QRQSURILW VXHG WKH 7H[DV 'HSDUWPHQW RI +RXVLQJ 7'+&$ DOOHJLQJ WKDW
7'+&$ DZDUGHG LQFHQWLYH WD[ FUHGLWV IRU WKH FRQVWUXFWLRQ RI DIIRUGDEOH KRXVLQJ
PRUH IUHTXHQWO\ LQ PLQRULW\ QHLJKERUKRRGV WKDQ LQ &DXFDVLDQ QHLJKERUKRRGV
WKXV SHUSHWXDWLQJ GH IDFWR VHJUHJDWLRQ KRXVLQJ SDWWHUQV LQ YLRODWLRQ RI WKH )+$
,Q VXSSRUW ,&3 UHOLHG RQ WKH VWDWLVWLFDO GLVSDULW\ LQ WKH DOORFDWLRQ RI ORZLQFRPH
KRXVLQJ WD[ FUHGLWV ,QFOXVLYH &PW\V  6 &W DW 
 7KLV OHJLVODWLRQ KDG LWV PDLQ RULJLQ KHDULQJV FRQGXFWHG RQ 0D\  DQG 
 E\ WKH 1DWLRQDO &RPPLVVLRQ RQ &RQVXPHU )LQDQFH 7KH KHDULQJV ZHUH
GHYRWHG WR WKH VXEMHFW RI GLVFULPLQDWLRQ LQ FUHGLW H[WHQVLRQV E\ UHDVRQ RI VH[ DQG
PDULWDO VWDWXV 6HH +HDULQJV RQ +5  $ %LOO WR 3URKLELW 'LVFULPLQDWLRQ RQ
WKH %DVLV RI 5DFH &RORU 5HOLJLRQ 1DWLRQDO 2ULJLQ $JH 6H[ RU 0DULWDO 6WDWXV
LQ WKH *UDQWLQJ RI &UHGLW DQG +5  $ %LOO WR 3URKLELW 'LVFULPLQDWLRQ RQ
WKH %DVLV RI 6H[ RU 0DULWDO 6WDWXV LQ WKH *UDQWLQJ RI &UHGLW %HIRUH WKH 6XEFRPP
2Q &RQVXPHU $IIDLUV RI WKH + &RPP 2Q %DQNLQJ DQG &XUUHQF\ G &RQJ 
 >KHUHLQDIWHU +HDULQJV@ VWDWHPHQW RI :ULJKW 3DWPDQ &KDLUPDQ
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RWKHU VFKRODUV KDYH PRVWO\ DUJXHG WKDW WKH KLVWRU\ RI WKH (&2$¶V
DPHQGPHQWV UHYHDO FRQJUHVVLRQDO HQGRUVHPHQW RI GLVSDUDWH LPSDFW
WKHRU\ WKLV $UWLFOH LV WKH ILUVW WR WUDFH FRQJUHVVLRQDO VXSSRUW IRU
LPSDFW WKHRU\ DOO WKH ZD\ EDFN WR WKH VWDWXWH¶V SUHHQDFWPHQW
7R EH VXUH ZKHWKHU GLVSDUDWH LPSDFW WKHRU\ LV D YDOLG
PHWKRGRORJ\ WKDW (&2$ SODLQWLIIV FDQ XWLOL]H WR SURYH WKHLU OHQGLQJ
GLVFULPLQDWLRQ FODLPV LV QRW VLPSO\ DQ DUFDQH DFDGHPLF LVVXH
/DZPDNHUV UHFHQWO\ ZHLJKHG LQ RQ WKLV TXHVWLRQ 2Q $SULO  
WKH 86 6HQDWH SDVVHG D UHVROXWLRQ WKDW SUHFOXGHV WKH &)3% IURP
XVLQJ LPSDFW DQDO\VLV LQ IXWXUH ODZVXLWV LW EULQJV DJDLQVW DXWRPRELOH
ILQDQFLHUV $ IHZ ZHHNV ODWHU RQ 0D\  WKH +RXVH RI
5HSUHVHQWDWLYHV SDVVHG D FRPSDQLRQ UHVROXWLRQ DQG VKRUWO\
WKHUHDIWHU RQ 0D\  3UHVLGHQW 'RQDOG 7UXPS VLJQHG WKH UHVROXWLRQ
LQWR ODZ 7KHVH DFWLRQV QXOOLI\ JXLGDQFH WKH &)3% JDYH WR LQGLUHFW
DXWR ILQDQFLHUV RQ KRZ WKH\ FDQ DYRLG (&2$ GLVSDUDWH LPSDFW
OLDELOLW\ 7KH JXLGDQFH ZKLFK WKH &)3% SUHVHQWHG LQ D 
%XOOHWLQ LQIRUPHG WKHVH OHQGHUV WKDW WKH %XUHDX EHOLHYHG LW KDV WKH
DXWKRULW\ WR XVH GLVSDUDWH LPSDFW WKHRU\ WR OLWLJDWH FHUWDLQ (&2$
YLRODWLRQV :KLOH QXOOLILFDWLRQ RI WKH %XOOHWLQ XQGRXEWHGO\ UHIOHFWV
WKH GHVLUH RI &RQJUHVV DQG WKH 3UHVLGHQW WR XQGHUFXW WKH &)3%¶V
DELOLW\ WR EULQJ GLVSDUDWH LPSDFW FODLPV LQ LQGLUHFW DXWR OHQGLQJ
FDVHV LW GRHV QRW DGGUHVV WKH EURDGHU TXHVWLRQ RI ZKHWKHU WKH (&2$
DXWKRUL]HV GLVSDUDWH LPSDFW OLDELOLW\ 7KLV $UWLFOH DGGUHVVHV WKDW
TXHVWLRQ
 6HH )UDQFHVFD /LQD 3URFDFFLQL 6WHPPLQJ WKH 5LVLQJ 5LVN RI &UHGLW
,QHTXDOLW\ 7KH )DLU DQG )DLWKIXO 5HDGLQJ RI WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW¶V
'LVSDUDWH ,PSDFW 3URKLELWLRQ  +$59 / 	 32/¶< 5(9 6 6± 
 6- 5HV  WK &RQJ  HQDFWHG
 ,G
 6HH 3XE / 1R   6WDW  
 6HH 6- 5HV 
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8//    KWWSILOHVFRQVXPHUILQDQFHJRYIBFISEB
PDUFKB$XWR)LQDQFH%XOOHWLQSGI >KHUHLQDIWHU &21680(5 ),1 3527 %85($8
&21680(5 ),1 3527 %85($8 %8//@ SURYLGLQJ WKDW ³>D@Q DGGLWLRQDO
FRQVLGHUDWLRQ IRU DXWR OHQGHUV FRYHUHG DV FUHGLWRUV XQGHU WKH (&2$ LV ZKHWKHU
DQG XQGHU ZKDW FLUFXPVWDQFHV WKH\ DUH OLDEOH IRU SULFLQJ GLVSDULWLHV RQ D
SURKLELWHG EDVLV :KHQ VXFK GLVSDULWLHV H[LVW ZLWKLQ DQ LQGLUHFW DXWR OHQGHU¶V
SRUWIROLR OHQGHUV PD\ EH OLDEOH XQGHU WKH OHJDO GRFWULQHV RI ERWK GLVSDUDWH
WUHDWPHQW DQG GLVSDUDWH LPSDFW´
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
7KLV $UWLFOH LV GLYLGHG LQWR WKUHH SDUWV 3DUW , SUHVHQWV WKH
FKURQRORJ\ WKDW OHG WR WKH  FRQJUHVVLRQDO UHVROXWLRQV WKDW FXUWDLO
WKH &)3%¶V XVH RI GLVSDUDWH LPSDFW WKHRU\ LQ (&2$ FDVHV 7KLV SDUW
SXWV WKH GHEDWH RYHU ZKHWKHU LPSDFW WKHRU\ LV FRJQL]DEOH XQGHU WKH
(&2$ LQ LWV PRVW FRQWHPSRUDU\ OLJKW 7KLV SDUW DOVR VKRZV KRZ
FRQJUHVVLRQDO OHDGHUV KDYH SROLWLFL]HG WKH GHEDWH DQG KDYH WKXV
WUDQVIRUPHG LW LQWR D GLVSXWH RYHU WKH OHJLWLPDF\ RI WKH &)3% LWVHOI
3DUW ,, H[DPLQHV WKH (&2$¶V KLVWRULFDO EDFNJURXQG DQG LWV SROLF\
FRQVLGHUDWLRQV 7KLV H[DPLQDWLRQ VKRZV WKDW &RQJUHVV LPSOLFLWO\
LQWHQGHG IRU WKH (&2$ WR SURVFULEH GLVSDUDWH LPSDFW GLVFULPLQDWLRQ
ZKHQ LW HQDFWHG WKH VWDWXWH LQ  7KXV &RQJUHVV LQH[WULFDEO\
OLQNHG WKH (&2$ DQG GLVSDUDWH LPSDFW OLDELOLW\ IURP WKH VWDWXWH¶V
EHJLQQLQJ 1H[W 3DUW ,,, DQDO\]HV WKH 6XSUHPH &RXUW¶V GHFLVLRQ LQ
,QFOXVLYH &RPPXQLWLHV D FDVH LQYROYLQJ WKH )+$ $OWKRXJK WKH
)+$ DQG (&2$ DUH VLPLODU LQ SXUSRVH WKHUH DUH WH[WXDO GLIIHUHQFHV
EHWZHHQ WKH WZR VWDWXWHV $IWHU SRLQWLQJ RXW WKHVH GLIIHUHQFHV WKLV
SDUW DUWLFXODWHV DQ LQWHUSUHWDWLRQ RI ,QFOXVLYH &RPPXQLWLHV WKDW
QHYHUWKHOHVV VXSSRUWV LPSDFW DQDO\VLV LQ (&2$ FDVHV )LQDOO\ WKH
$UWLFOH¶V FRQFOXGLQJ VHFWLRQ SURSRVHV D OHJLVODWLYH UHIRUP DQG
UHIOHFWV RQ WKH EURDGHU LPSOLFDWLRQV RI GLVSDUDWH LPSDFW WKHRU\ 7KH
SURSRVDO XUJHV &RQJUHVV WR DPHQG WKH (&2$¶V WH[W WR RYHUWO\ VWDWH
ZKDW WKH GUDIWHUV LPSOLFLWO\ XQGHUVWRRG²WKDW WKH VWDWXWH DXWKRUL]HV
GLVSDUDWH LPSDFW %XW LI &RQJUHVV IDLOV WR DPHQG H[SHGLWLRXVO\ WKLV
$UWLFOH XUJHV WKH 86 6XSUHPH &RXUW LI FRQIURQWHG ZLWK WKLV LVVXH
WR IROORZ WKH SDWK RI ,QFOXVLYH &RPPXQLWLHV DQG ILQG WKDW WKH (&2$
DXWKRUL]HV GLVSDUDWH LPSDFW OLDELOLW\ EDVHG RQ LWV ULFK KLVWRULFDO
EDFNJURXQG
 6HH 3UHVV 5HOHDVH )LQ 6HUYV &RPP +HQVDUOLQJ µ'LVSDUDWH ,PSDFW¶
5XOLQJ WR +DYH 1HJDWLYH &RQVHTXHQFHV IRU $OO $PHULFDQV -XQH  
KWWSVILQDQFLDOVHUYLFHVKRXVHJRYQHZVGRFXPHQWVLQJOHDVS["'RFXPHQW,' 
 VHH DOVR 5DGLR ,QWHUYLHZ E\ 6WHYH ,QVNHHS ZLWK 5HSXEOLFDQ 5HS -HE
+HQVDUOLQJ )HE   ³>:@H¶YH KDG >WKH &)3%@ UXOHG WRWDOO\
XQDFFRXQWDEOH ,W LV D URJXH DJHQF\´ -LP +HQU\ 6RPH +RXVH 5HSXEOLFDQV 'LJ
,Q $JDLQVW WKH &RQVXPHU )LQDQFLDO 3URWHFWLRQ %XUHDX $QG $XWR /RDQ 0HDVXUHV
)25%(6 -XQH   KWWSVZZZIRUEHVFRPVLWHVMLPKHQU\
VRPHKRXVHUHSXEOLFDQVGLJLQDJDLQVWWKHFRQVXPHUILQDQFLDOSURWHFWLRQEXUHD
XDQGDXWRORDQPHDVXUHVIGIH ³+RXVH 5HSXEOLFDQV DUH NHHSLQJ XS D
ILJKW DJDLQVW WKH >&)3%@´
 6HH +HDULQJV VXSUD QRWH  DW 
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, 6(1$7( -2,17 5(62/87,21  2)  '($/(50$5.836
&)3% 6(77/(0(176 $1' &21*5(66,21$/ 5(63216(6
$ 'HDOHU 0DUNXSV
2Q -DQXDU\   3UHVLGHQW %DUDFN 2EDPD DSSRLQWHG
5LFKDUG &RUGUD\ WR GLUHFW WKH &)3% WKH IHGHUDO DJHQF\ &RQJUHVV
HVWDEOLVKHG WR SURWHFW WKH HFRQRPLF LQWHUHVW RI FRQVXPHUV DIWHU WKH
 ILQDQFLDO FULVLV 6KRUWO\ DIWHU KLV DSSRLQWPHQW &RUGUD\
DVVHPEOHG DQ $XWR )LQDQFH :RUNLQJ *URXS WR DGGUHVV FRQFHUQV
UHJDUGLQJ ZKDW VRPH KDYH GHVFULEHG DV D GHDOHU PDUNXS SUREOHP LQ
WKH DXWR ILQDQFH LQGXVWU\
7KH PDUNXS SUREOHP HPDQDWHV IURP WKH LQWHUDFWLRQV DPRQJ DXWR
GHDOHUV FRQVXPHUV DQG DXWR ORDQ ILQDQFLHUV ,Q D W\SLFDO
DXWRPRELOH SXUFKDVH DQ DXWR GHDOHU DUUDQJHV IRU D SURVSHFWLYH EX\HU
WR REWDLQ ILQDQFLQJ IURP D OHQGHU 7KH GHDOHU VHQGV WKH EX\HU¶V
FRQWUDFW WR VHYHUDO OHQGHUV WR DVFHUWDLQ ZKHWKHU WKH\ ZLOO ILQDQFH WKH
VDOH ,I WKH OHQGHUV GHFLGH WR SXUFKDVH WKH FRQWUDFW IURP WKH GHDOHU
WKH\ LQIRUP WKH GHDOHU RI WKH LQWHUHVW UDWH WKH\ ZLOO FKDUJH WKH
FXVWRPHU²WKH VRFDOOHG ³EX\ UDWH´ 7KH GHDOHU DGGV DQ DPRXQW WR
WKH EX\ UDWH TXRWHV WKLV DPRXQW WR WKH SXUFKDVHU DQG WKHQ WDNHV DV
KLV FRPSHQVDWLRQ DOO RU D SRUWLRQ RI WKH GLIIHUHQFH EHWZHHQ WKH EX\
 3UHVV 5HOHDVH 2IILFH RI WKH 3UHVV 6HFUHWDU\ 7KH :KLWH +RXVH 3UHVLGHQW
%DUDFN 2EDPD 3UHVLGHQW 2EDPD $QQRXQFHV 5HFHVV $SSRLQWPHQWV WR .H\
$GPLQLVWUDWLRQ 3RVWV -DQ   KWWSVREDPDZKLWHKRXVHDUFKLYHVJRYWKH
SUHVVRIILFHSUHVLGHQWREDPDDQQRXQFHVUHFHVVDSSRLQWPHQWVNH\
DGPLQLVWUDWLRQSRVWV
 6HH +HQU\ VXSUD QRWH  VHH JHQHUDOO\ 'RGG)UDQN :DOO 6WUHHW 5HIRUP
DQG &RQVXPHU 3URWHFWLYH $FW 'RGG)UDQN $FW 3XE / 1R   6WDW
  FRGLILHG LQ VFDWWHUHG VHFWLRQV RI WKH 86& HVWDEOLVKLQJ WKH &)3%
 6HH 5(38%/,&$1 67$)) 2) 7+( &200 21 ),1 6(59 816$)( $7 $1<
%85($8&5$&< &)3% -81. 6&,(1&( $1' ,1',5(&7 $872 /(1',1*  1RY 
 KWWSVILQDQFLDOVHUYLFHVKRXVHJRYXSORDGHGILOHVBFISEBLQGLUHFW
BDXWRBVWDIIBUHSRUWSGI
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8// VXSUD QRWH  DW 
 6HH :LQQLH ) 7D\ORU 3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ
)DLU /HQGLQJ &RPSOLDQFH 7KH 0LVVLQJ 'DWD 3UREOHP LQ 1RQPRUWJDJH &UHGLW
 %8 5(9 %$1.,1* 	 ),1 /  ±  >KHUHLQDIWHU 7D\ORU
3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ )DLU /HQGLQJ &RPSOLDQFH@
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
UDWH DQG WKH LQFUHDVHG DPRXQW &RPPHQWDWRUV UHIHU WR WKLV
FRPSHQVDWLRQ LQ YDULRXV ZD\V LQFOXGLQJ ³GHDOHU PDUNXS´ ³GHDOHU
SDUWLFLSDWLRQ UDWH´ DQG ³GHDOHU UHVHUYH´ 'HDOHUV EURNHU QXPHURXV
ILQDQFLQJ WUDQVDFWLRQV OLNH WKHVH DQQXDOO\ $V D UHVXOW DXWR ORDQV DUH
WKH WKLUGODUJHVW VRXUFH RI RXWVWDQGLQJ KRXVHKROG GHEW LQ WKH 8QLWHG
6WDWHV DIWHU PRUWJDJHV DQG VWXGHQW ORDQV
2SSRQHQWV RI GHDOHU PDUNXSV DUJXH WKDW WKH SUDFWLFH LV GLVKRQHVW
DQG H[SORLWDWLYH 6RPH VD\ WKH SUDFWLFH LV GHFHSWLYH EHFDXVH GHDOHUV
GR QRW YROXQWDULO\ GLVFORVH WR FRQVXPHUV WKDW WKH\ LQFUHDVH WKH
LQWHUHVW UDWH RQ WKHLU DXWR ORDQV DERYH ZKDW WKH OHQGHU LV ZLOOLQJ WR
FKDUJH WKHP 'HDOHUV DUH TXLFN WR SRLQW RXW WKDW QR ODZ UHTXLUHV
WKHP WR GLVFORVH WKHLU FRPSHQVDWLRQ PDWUL[ 2WKHUV ILQG WURXEOLQJ
WKH XQOLPLWHG GLVFUHWLRQ OHQGHUV JLYH WR GHDOHUV WR LQFUHDVH WKH EX\
UDWH DQG WKHUHE\ GHWHUPLQH WKHLU FRPSHQVDWLRQ 7KH &)3% LV
DPRQJ WKHVH FULWLFV 7KH %XUHDX¶V FRUH FRQFHUQ LV WKDW WKH GLVFUHWLRQ
OHQGHUV JLYH WR GHDOHUV ZLOO LQFHQWLYL]H WKHP WR GLVSURSRUWLRQDWHO\
LQFUHDVH WKH LQWHUHVW UDWHV RI SXUFKDVHUV ZLWKLQ WKH JURXSV WKH (&2$
SURWHFWV
7KH %XUHDX H[SODLQHG LWV YLHZV WR LQGLUHFW OHQGHUV RQ GHDOHU
PDUNXSV DQG WKHLU SRWHQWLDO IRU FUHDWLQJ (&2$ GLVSDUDWH LPSDFW
OLDELOLW\ LQ D %XOOHWLQ WKH &)3% LVVXHG RQ 0DUFK   ,Q SDUW
WKH %XOOHWLQ VWDWHV
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8// VXSUD QRWH  DW ± ,Q VRPH LQVWDQFHV WKH OHQGHU DQG WKH GHDOHU VSOLW
EHWZHHQ WKHPVHOYHV WKH GLIIHUHQFH EHWZHHQ WKH EX\ UDWH DQG WKH GHDOHU¶V PDUNHG
XS UDWH ,G
 %' 2) *29(51256 2) 7+( )(' 5(6 6<6 (&2120,& 5(6($5&+ 	
'$7$ 5(3257 21 7+( (&2120,&:(//%(,1* 2)86 +286(+2/'6 ,1  
 KWWSVZZZIHGHUDOUHVHUYHJRYUHSRUWHFRQRPLFZHOOEHLQJXV
KRXVHKROGVSGI
 7D\ORU 3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ )DLU /HQGLQJ
&RPSOLDQFH VXSUD QRWH  DW ±
 6HH  0LQXWHV²7KH %HVW 3RVVLEOH 'HDO &%6 WHOHYLVLRQ EURDGFDVW $SU
  WUDQVFULSW DYDLODEOH DW KWWSVZZZFEVQHZVFRPQHZVWKHEHVW
SRVVLEOHGHDO
 ,G
 'DQLHO : %HHEH :K\ 'RHV WKH &)3% :DQW WR &XUE $XWR /HQGHUV¶
'LVFUHWLRQ WR &KDUJH +LJKHU RU /RZHU ,QWHUHVW 5DWHV" '256(< $XJ  
KWWSVFRQVXPHUILQDQFLDOVHUYLFHVODZXVZK\GRHVWKHFISEZDQWWRFXUEDXWR
OHQGHUVGLVFUHWLRQWRFKDUJHKLJKHURUORZHULQWHUHVWUDWHV
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7KH VXSHUYLVRU\ H[SHULHQFH RI WKH &)3% FRQILUPV
WKDW VRPH LQGLUHFW DXWR OHQGHUV KDYH SROLFLHV WKDW
DOORZ DXWR GHDOHUV WR PDUN XS OHQGHUHVWDEOLVKHG EX\
UDWHV WKDW FRPSHQVDWH GHDOHUV IRU WKRVH PDUNXSV LQ
WKH IRUP RI UHVHUYH FROOHFWLYHO\ ³PDUNXS DQG
FRPSHQVDWLRQ SROLFLHV´ %HFDXVH RI WKH LQFHQWLYHV
WKHVH SROLFLHV FUHDWH DQG WKH GLVFUHWLRQ WKH\ SHUPLW
WKHUH LV D VLJQLILFDQW ULVN WKDW WKH\ ZLOO UHVXOW LQ
SULFLQJ GLVSDULWLHV RQ WKH EDVLV RI UDFH QDWLRQDO
RULJLQ DQG SRWHQWLDOO\ RWKHU SURKLELWHG EDVHV    
:KHQ VXFK GLVSDULWLHV H[LVW ZLWKLQ DQ LQGLUHFW DXWR
OHQGHU¶V SRUWIROLR OHQGHUV PD\ EH OLDEOH XQGHU WKH
OHJDO GRFWULQHV RI ERWK GLVSDUDWH WUHDWPHQW DQG
GLVSDUDWH LPSDFW
6LJQLILFDQWO\ HYHQ WKRXJK WKH GHDOHUV DUH WKH RQHV ZKR FUHDWH
WKH OHQGLQJ GLVSDULWLHV WKH &)3% FDQQRW VXH WKHP IRU GLVFULPLQDWLRQ
EHFDXVH D SURYLVLRQ LQ WKH 'RGG)UDQN :DOO 6WUHHW 5HIRUP DQG
&RQVXPHU 3URWHFWLRQ $FW ³'RGG)UDQN´ H[HPSWV WKHP IURP WKH
%XUHDX¶V (&2$ HQIRUFHPHQW DXWKRULW\
7KH %XOOHWLQ DGYLVHG LQGLUHFW DXWR OHQGHUV WKDW WKH\ FDQ OLPLW
WKHLU ULVN RI (&2$ GLVSDUDWH LPSDFW OLDELOLW\ E\ ³LPSRVLQJ FRQWUROV
RQ GHDOHU PDUNXS DQG FRPSHQVDWLRQ SROLFLHV    RU    HOLPLQDWLQJ
GHDOHU GLVFUHWLRQ WR PDUNXS EX\ UDWHV DQG IDLUO\ FRPSHQVDWLQJ
GHDOHUV XVLQJ DQRWKHU PHFKDQLVP VXFK DV D IODW IHH SHU WUDQVDFWLRQ
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8// VXSUD QRWH  DW 
 ,G DW 
 'RGG)UDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWHFWLRQ $FW 'RGG
)UDQN $FW 3XE / 1R     6WDW    FRGLILHG
DW  86&   6HFWLRQ D RI WKH 'RGG)UDQN $FW VWDWHV ³([FHSW DV
SHUPLWWHG LQ VXEVHFWLRQ E WKH %XUHDX PD\ QRW H[HUFLVH DQ\ UXOHPDNLQJ
VXSHUYLVRU\ HQIRUFHPHQW RU DQ\ RWKHU DXWKRULW\    RYHU D PRWRU YHKLFOH GHDOHU
WKDW LV SUHGRPLQDQWO\ HQJDJHG LQ WKH VDOH DQG VHUYLFLQJ RI PRWRU YHKLFOHV WKH
OHDVLQJ DQG VHUYLFLQJ RI PRWRU YHKLFOHV RU ERWK ,G 6HH DOVR /$55< .,56&+ 	
52%(57 1 0$<(5 ),1$1&,$/ -867,&( 7+( 3(23/(¶6 &$03$,*1 72 6723
/(1'(5 $%86( ±  DUJXLQJ WKDW WKH DXWR GHDOHU OREE\LVWV HVSHFLDOO\
WKH 1DWLRQDO $XWRPRELOH 'HDOHUV $VVRFLDWLRQ VSHDUKHDGHG HIIRUWV WR FDUYH RXW
WKH H[HPSWLRQ
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
WKDW GRHV QRW UHVXOW LQ GLVFULPLQDWLRQ´ $OVR LQ IRRWQRWH  WKH
%XUHDX UHDIILUPHG LWV YLHZ WKDW GLVSDUDWH LPSDFW OLDELOLW\ LV
FRJQL]DEOH LQ IDLU OHQGLQJ FDVHV DQG WKDW WKH &)3% PD\ OHJLWLPDWHO\
XVH WKLV WRRO ZKHQ LW HQIRUFHV OHQGHU FRPSOLDQFH ZLWK WKH (&2$ DQG
5HJXODWLRQ %
,Q VXP WKH %XOOHWLQ VWDWHG WKDW WKH &)3% ZRXOG XWLOL]H DOO LWV
UHJXODWRU\ WRROV LQFOXGLQJ GLVSDUDWH LPSDFW WKHRU\ WR HQVXUH WKDW
WKH PDUNHW IRU DXWR OHQGLQJ SURYLGHV IDLU DQG QRQGLVFULPLQDWRU\
DFFHVV WR FUHGLW IRU FRQVXPHUV 0RUHRYHU WKH %XOOHWLQ¶V H[SOLFLW
VWDWHPHQW WKDW LPSDFW WKHRU\ LV FUXFLDO WR WKH %XUHDX¶V GXW\ WR
HIIHFWLYHO\ RYHUVHH OHQGLQJ PDUNHWV VSDUNHG OLWLJDWLRQ DQG
FRQJUHVVLRQDO FRQFHUQ DERXW ZKHWKHU WKH (&2$ DXWKRUL]HV
GLVSDUDWH LPSDFW FODLPV
% &)3% $XWR /HQGHU 6HWWOHPHQWV $IWHU WKH 0DUFK 
 %XOOHWLQ DQG &RQJUHVVLRQDO 5HVSRQVHV
$OWKRXJK WKH &)3%¶V 0DUFK  %XOOHWLQ LQFOXGHG
UHFRPPHQGDWLRQV IRU KRZ LQGLUHFW DXWR OHQGHUV FRXOG HQVXUH WKDW
WKH\ ZHUH RSHUDWLQJ LQ FRPSOLDQFH ZLWK IDLU OHQGLQJ ODZV WKH
%XUHDX QHYHUWKHOHVV HQGHG XS VXLQJ VRPH RI WKHP IRU (&2$
GLVSDUDWH LPSDFW GLVFULPLQDWLRQ $OO\ )LQDQFLDO ,QF DQG $OO\ %DQN
³$OO\´ ZHUH WKH ILUVW RI WKHVH OHQGHUV WKDW WKH &)3% VXHG DIWHU
LVVXDQFH RI WKH %XOOHWLQ 7KH HQIRUFHPHQW DFWLRQ DJDLQVW $OO\
UHVXOWHG IURP D &)3% LQYHVWLJDWLRQ WKDW EHJDQ LQ 6HSWHPEHU 
7KDW LQYHVWLJDWLRQ HYDOXDWHG $OO\¶V LQGLUHFW OHQGLQJ SURJUDP IRU
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8// VXSUD QRWH  DW 
 ,G 5HJXODWLRQ %  &)5    5HJXODWLRQ % LV WKH (&2$¶V
LPSOHPHQWLQJ UHJXODWLRQ
 &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8 %8//
VXSUD QRWH  DW 
 6HH 3UHVV 5HOHDVH &)3% DQG '2- 2UGHU $OO\ WR 3D\  0LOOLRQ VXSUD
QRWH 
 ,G &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ )LQDQFLDO ,QF DQG $OO\ %DQN 1R
&)3% 'HF   KWWSILOHVFRQVXPHUILQDQFHJRYIB
FISEBFRQVHQWRUGHUBDOO\SGI >KHUHLQDIWHU &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\@
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FRPSOLDQFH ZLWK WKH (&2$ DQG FRQFOXGHG WKDW PRUH WKDQ 
PLQRULW\ ERUURZHUV SDLG GLVSURSRUWLRQDWHO\ KLJKHU LQWHUHVW UDWHV IRU
DXWR ORDQV $OO\ ILQDQFHG EHWZHHQ $SULO  DQG 'HFHPEHU 
)XUWKHU WKH LQYHVWLJDWLRQ IRXQG WKDW WKH SULFLQJ GLIIHUHQFHV EHWZHHQ
PLQRULW\ DQG QRQPLQRULW\ FRQVXPHUV UHVXOWHG IURP WKH GLVFUHWLRQ
$OO\ JDYH WR GHDOHUV WR PDUNXS LQWHUHVW UDWHV DQG WKDW ³$OO\ IDLOHG
WR LPSOHPHQW DQ HIIHFWLYH >LQGLUHFW OHQGLQJ@ FRPSOLDQFH SURJUDP WR
PRQLWRU LWV ORDQ SRUWIROLR IRU GLVFULPLQDWLRQ´ 2Q 'HFHPEHU 
 WKH %XUHDX VHWWOHG LWV FRPSODLQW ZLWK $OO\ DQG RUGHUHG LW WR
SD\  PLOOLRQ LQ FLYLO SHQDOWLHV DQG  PLOOLRQ LQ GDPDJHV WR
FRPSHQVDWH WKH $IULFDQ$PHULFDQ +LVSDQLF DQG $VLDQ DQG 3DFLILF
,VODQGHU ERUURZHUV $OO\¶V LQGLUHFW OHQGLQJ SROLF\ DOOHJHGO\
KDUPHG
7KH 'HSDUWPHQW RI -XVWLFH '2- SDUWQHUHG ZLWK WKH &)3% WR
EULQJ WKH DFWLRQ DJDLQVW $OO\ DQG ERWK HQIRUFHPHQW DJHQFLHV LVVXHG
SUHVV UHOHDVHV WKDW DQQRXQFHG WKH $OO\ VHWWOHPHQW ,Q WKH &)3%¶V
SUHVV UHOHDVH WKHQ'LUHFWRU 5LFKDUG &RUGUD\ VWDWHG WKDW WKH DJHQF\
ZDV JRLQJ WR UHWXUQ ³ PLOOLRQ WR KDUGZRUNLQJ FRQVXPHUV ZKR
SDLG PRUH IRU WKHLU FDUV DQG WUXFNV EDVHG RQ WKHLU UDFH RU QDWLRQDO
RULJLQ´ $ SRUWLRQ RI WKH '2-¶V SUHVV UHOHDVH WKDW IRUPHU$WWRUQH\
*HQHUDO (ULF +ROGHU LVVXHG VWDWHG
:LWK WKLV ODUJHVWHYHU VHWWOHPHQW LQ DQ DXWR ORDQ
GLVFULPLQDWLRQ FDVH ZH DUH WDNLQJ D ILUP VWDQG
 &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ VXSUD QRWH  DW ± 3UHVV 5HOHDVH
&)3% DQG '2- 2UGHU $OO\ WR 3D\  0LOOLRQ VXSUD QRWH 
 &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ VXSUD QRWH  DW ± 3UHVV 5HOHDVH
&)3% DQG '2- 2UGHU $OO\ WR 3D\  0LOOLRQ VXSUD QRWH 
 &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ VXSUD QRWH  DW   
 3UHVV 5HOHDVH &)3% DQG '2- 2UGHU $OO\ WR 3D\  0LOOLRQ VXSUD QRWH

 ,G VHH DOVR &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ VXSUD QRWH  DW ±
GHVFULELQJ WKH WHUPV RI WKH VHWWOHPHQW
 &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $OO\ VXSUD QRWH  DW  ³7KH &)3% DQG
WKH '2- HQJDJHG LQ D MRLQW LQYHVWLJDWLRQ LQWR >$OO\¶V@ FRPSOLDQFH ZLWK WKH
(&2$´
 3UHVV 5HOHDVH 2IILFH RI 3XEOLF $IIDLUV 'HS¶W RI -XVW -XVWLFH 'HSDUWPHQW
DQG &RQVXPHU )LQDQFLDO 3URWHFWLRQ %XUHDX 5HDFK  0LOOLRQ 6HWWOHPHQW WR
5HVROYH $OOHJDWLRQV RI $XWR /HQGLQJ 'LVFULPLQDWLRQ E\ $OO\ 'HF  
KWWSVZZZMXVWLFHJRYRSDSUMXVWLFHGHSDUWPHQWDQGFRQVXPHUILQDQFLDOSURWH
FWLRQEXUHDXUHDFKPLOOLRQVHWWOHPHQWWR
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DJDLQVW GLVFULPLQDWLRQ LQ D FULWLFDO OHQGLQJ PDUNHW
%\ UHTXLULQJ $OO\ WR SURYLGH UHIXQGV WR WKRVH ZKR DUH
RYHUFKDUJHG EHFDXVH RI WKHLU UDFH RU QDWLRQDO RULJLQ
WKLV DJUHHPHQW ZLOO HQVXUH UHOLHI IRU $PHULFDQV ZKR
DUH YLFWLPL]HG ,W ZLOO HQDEOH WKH -XVWLFH 'HSDUWPHQW
DQG WKH &)3% WR ZRUN FORVHO\ ZLWK $OO\ DQG RWKHUV
WR SUHYHQW GLVFULPLQDWRU\ SUDFWLFHV LQ WKH IXWXUH $QG
LW ZLOO UHLQIRUFH RXU GHWHUPLQDWLRQ WR UHVSRQG
DJJUHVVLYHO\ WR GLVFULPLQDWLRQ LQ $PHULFD¶V OHQGLQJ
PDUNHWVZKHUHYHU LW LV IRXQG
/HVV WKDQ D \HDU DIWHU $OO\¶V VHWWOHPHQW WKH &)3% VHWWOHG D
FRPSODLQW ZLWK DQRWKHU LQGLUHFW OHQGHU²$PHULFDQ +RQGD )LQDQFH
&RUSRUDWLRQ ³+RQGD´ 7ZR PRQWKV ODWHU WKH %XUHDX DQQRXQFHG
D VHWWOHPHQW ZLWK )LIWK 7KLUG %DQN 7KH &)3%¶V FRPSODLQWV
DJDLQVW WKHVH OHQGHUV DOOHJHG (&2$ GLVSDUDWH LPSDFW GLVFULPLQDWLRQ
GXH WR WKH GLVFUHWLRQ OHQGHUV JLYH WR GHDOHUV WR PDUN XS FRQVXPHU
LQWHUHVW UDWHV $V SDUW RI WKH VHWWOHPHQW +RQGD DJUHHG WR SD\ 
PLOOLRQ LQ UHVWLWXWLRQ WR DIIHFWHG ERUURZHUV DQG WR FKDQJH LWV SULFLQJ
DQG FRPSHQVDWLRQ V\VWHP WR UHGXFH GHDOHU GLVFUHWLRQ WR PDUNXS
LQWHUHVW UDWHV 7KH FRQVHQW RUGHU DOVR JDYH +RQGD WKH RSWLRQ WR
 ,G
 3UHVV 5HOHDVH +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ VXSUD
QRWH 
 3UHVV 5HOHDVH )LIWK 7KLUG %DQN VXSUD QRWH 
 7KH GLVFUHWLRQ PHQWLRQHG KHUH UHIHUV WR WKH ODWLWXGH OHQGHUV JLYH WR DXWR
GHDOHUV WR PDUN XS WKH LQWHUHVW UDWHV WKH EDQN VHWV 7KH EDQNV GR QRW LPSRVH OLPLWV
RQ WKH H[WHQW WR ZKLFK WKH GHDOHUV PD\ PDUN XS LQWHUHVW UDWHV &RQVXPHU DGYRFDWHV
DUJXH WKDW WKH ODFN RI OLPLWV LQFHQWLYL]HV GHDOHUV WR GLVSURSRUWLRQDWHO\ LQFUHDVH WKH
LQWHUHVW UDWHV RI SXUFKDVHUV ZLWKLQ WKH (&2$ SURWHFWHG JURXSV 6HH JHQHUDOO\
VXSUD 6HFWLRQ ,$
 6HH &RQVHQW 2UGHU ,Q WKH 0DWWHU RI $PHULFDQ +RQGD )LQDQFH &RUSRUDWLRQ
1R &)3% -XO\   KWWSILOHVFRQVXPHUILQDQFHJRYI
BFISEBFRQVHQWRUGHUBKRQGDSGI &RQVHQW 2UGHU ,Q WKH 0DWWHU RI )LIWK
7KLUG %DQN DW  1R &)3% 6HSW  
KWWSVILOHVFRQVXPHUILQDQFHJRYIBFISEBFRQVHQWRUGHUILIWKWKLUGEDQN
SGI
 6HH 3UHVV 5HOHDVH +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ
VXSUD QRWH 
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PRYH WR D QRQGLVFUHWLRQDU\ GHDOHU FRPSHQVDWLRQ SURJUDP 7KH
%XUHDX GLG QRW DVVHVV DQ\ SHQDOWLHV EHFDXVH RI WKH DJUHHPHQWV
+RQGD PDGH WR ³GLUHFWO\ DGGUHVV WKH IDLU OHQGLQJ ULVN RI
GLVFUHWLRQDU\ FRPSHQVDWLRQ V\VWHPV E\    UHGXFLQJ RU HOLPLQDWLQJ
WKDW GLVFUHWLRQ DOWRJHWKHU´
7KH )LIWK 7KLUG %DQN VHWWOHPHQW UHVHPEOHG +RQGD¶V )LUVW WKH
EDQN DJUHHG WR FRPSHQVDWH FRQVXPHUV ZKR WKH &)3% DOOHJHG ZHUH
KDUPHG E\ WKH EDQN¶V GHDOHU FRPSHQVDWLRQ SURJUDP 7KH &)3%
ZRXOG GLVWULEXWH  PLOOLRQ WR $IULFDQ$PHULFDQ DQG +LVSDQLF
ERUURZHUV WR VHWWOH DOOHJDWLRQV WKDW WKH EDQN¶V LQGLUHFW OHQGLQJ
EXVLQHVV GDPDJHG WKHVH ERUURZHUV 6HFRQG WKH &)3% GLG QRW
UHTXLUH WKH EDQN WR SD\ FLYLO SHQDOWLHV SUHVXPDEO\ EHFDXVH WKH EDQN
DJUHHG WR ORZHU FDSV RQ GHDOHU GLVFUHWLRQDU\ PDUNXSV
7KH $OO\ +RQGD DQG )LIWK 7KLUG %DQN VHWWOHPHQWV ZHUH WKH
&)3%¶V ILUVW DWWHPSWV WR SURVHFXWH LQGLUHFW OHQGHUV IRU (&2$
GLVSDUDWH LPSDFW GLVFULPLQDWLRQ $OWKRXJK WKH VHWWOHPHQWV SURYLGHG
FRPSHQVDWLRQ WR WKH DOOHJHG YLFWLPV RI GLVFULPLQDWLRQ DQG DUH LQ WKDW
VHQVH D YLFWRU\ IRU WKH &)3%¶V OLWLJDWLRQ HIIRUWV WKH\ IRUHFORVHG WKH
RSSRUWXQLW\ IRU FRXUWV WR GHFLGH ZKHWKHU WKH GLVSDUDWH LPSDFW
DQDO\WLFDO IUDPHZRUN LV DSSURSULDWH LQ WKH &)3%¶V OHQGLQJ
GLVFULPLQDWLRQ FDVHV ,I WKH FRXUWV FRQILUP WKDW WKH (&2$ SHUPLWV
GLVSDUDWH LPSDFW OLDELOLW\ DV WKLV $UWLFOH DUJXHV WKDW WKH\ VKRXOG
RSSRVLWLRQ WR WKH &)3%¶V DXWKRULW\ WR XVH LPSDFW WKHRU\ LV OLNHO\ WR
GHFUHDVH VXEVWDQWLDOO\
,Q WKH PHDQWLPH RSSRVLWLRQ WR WKH &)3%¶V XVH RI LPSDFW WKHRU\
LQ LQGLUHFW OHQGHU VHWWOHPHQWV SHUVLVWV 6RPH PHPEHUV RI &RQJUHVV
VWDXQFKO\ RSSRVH WKH VHWWOHPHQWV ,Q 1RYHPEHU  VHYHUDO RI
WKHVH ODZPDNHUV VSRQVRUHG D ELOO WR OLPLW WKH &)3%¶V DXWKRULW\ WR
EULQJ HQIRUFHPHQW DFWLRQV DJDLQVW LQGLUHFW DXWR OHQGHUV 7KH ELOO
VRXJKW ³WR QXOOLI\ FHUWDLQ JXLGDQFH RI WKH %XUHDX RI &RQVXPHU
)LQDQFLDO 3URWHFWLRQ DQG WR SURYLGH UHTXLUHPHQWV IRU JXLGDQFH
 6HH 3UHVV 5HOHDVH +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ
VXSUD QRWH  DW ±
 3UHVV 5HOHDVH +RQGD WR $GGUHVV 'LVFULPLQDWRU\ $XWR /RDQ 3ULFLQJ VXSUD
QRWH 
 3UHVV 5HOHDVH )LIWK 7KLUG %DQN VXSUD QRWH 
 ,G
 ,G DW  
 6HH +5 5HV  WK &RQJ  HQDFWHG
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LVVXHG E\ WKH %XUHDX ZLWK UHVSHFW WR DXWR OHQGLQJ´ 7KH +RXVH RI
5HSUHVHQWDWLYHV SDVVHG WKH ELOO E\ D YRWH RI  WR 
$IWHU WKH +RXVH SDVVHG WKH ELOO WKH +RXVH &RQJUHVVLRQDO
)LQDQFLDO 6HUYLFHV &RPPLWWHH UHOHDVHG D VFDWKLQJ VWDII UHSRUW WKDW
FULWLFL]HG WKH &)3%¶V GLVSDUDWH LPSDFW VHWWOHPHQW ZLWK $OO\ 7KH
UHSRUW 8QVDIH DW $Q\ %XUHDXFUDF\ &)3% -XQN 6FLHQFH DQG
,QGLUHFW $XWR /HQGLQJ ³-XQN 6FLHQFH ,´ VWDWHG WKDW WKH &)3% XVHG
D ³FRQWURYHUVLDO WKHRU\ RI OLDELOLW\ NQRZQ DV GLVSDUDWH LPSDFW´ WR
VXSSRUW LWV DOOHJDWLRQV RI GLVFULPLQDWLRQ DJDLQVW WKH EDQN )XUWKHU
WKH UHSRUW PRFNHG WKH UHVXOWV RI WKH &)3%¶V VWDWLVWLFDO DQDO\VLV
EHFDXVH WKH %XUHDX XVHG D SUR[\ IRU UDFH WR GHWHUPLQH UDFLDO
GLVSDULWLHV 6WLOO IXUWKHU LW QRWHG WKDW WKH %XUHDX¶V XVH RI SUR[LHV
ZDV LQDSSURSULDWH EHFDXVH SUR[LHV FDQQRW LGHQWLI\ ZLWK FHUWDLQW\ WKH
UDFH RI DQ\ FRQVXPHU WKH %XUHDX FODLPHG $OO\¶V SUDFWLFHV KDUPHG
&RQVHTXHQWO\ WKH UHSRUW FRQFOXGHG WKDW WKH UDFLDO GLVSDULWLHV WKH
LPSDFW DQDO\VLV SURGXFHG ZHUH VXVSHFW DQG IRU WKLV UHDVRQ WKH
VHWWOHPHQW WKH %XUHDX VHFXUHG ZLWK $OO\ ZDV IDWDOO\ IODZHG 7KH
UHSRUW GLG QRW GLVFXVV WKH +RQGD DQG )LIWK %DQN VHWWOHPHQWV
$OWKRXJK WKH %XUHDX GHQLHG WKDW WKH GLVSDULWLHV LWV LPSDFW
PHWKRGRORJ\ SURGXFHG ZHUH VXVSHFW LW DFNQRZOHGJHG XVLQJ D SUR[\
IRU WKH UDFH DQG HWKQLFLW\ RI WKH FRQVXPHUV LQ WKH LQGLUHFW DXWR
OHQGLQJ FDVHV LW VHWWOHG 7KH %XUHDX H[SODLQHG WKDW LW UHOLHG RQ WKH
SUR[LHV EHFDXVH WKH (&2$ DQG 5HJXODWLRQ % SURKLELW OHQGHUV IURP
REWDLQLQJ WKH UDFH DQG QDWLRQDO RULJLQ RI DSSOLFDQWV ZKLFK PDNHV
DFWXDO UDFLDO GDWD XQDYDLODEOH ,Q WKH DEVHQFH RI VXFK UDFLDO GDWD
 ,G
 6HH +5  5HIRUPLQJ &)3% ,QGLUHFW $XWR )LQDQFLQJ *XLGDQFH $FW
*2975$&. 1RY   KWWSVZZZJRYWUDFNXVFRQJUHVVELOOVKU
 5(38%/,&$1 67$)) 2) 7+( &200 21 ),1 6(59 VXSUD QRWH  DW 
 ,G DW ±
 ,G DW ±
 6HH LG DW  
 &21680(5 ),1 3527 %85($8 86,1* 38%/,&/< $9$,/$%/(
,1)250$7,21 72 352;< )25 81,'(17,),(' 5$&( $1' (7+1,&,7<  
KWWSVILOHVFRQVXPHUILQDQFHJRYIBFISEBUHSRUWBSUR[\PHWKRGRORJ\
SGI >KHUHLQDIWHU &21680(5 ),1 3527 %85($8 352;< )25 81,'(17,),('
5$&(@
  86&  D   &)5  E  ³([FHSW
DV RWKHUZLVH SHUPLWWHG RU UHTXLUHG E\ ODZ D FUHGLWRU VKDOO QRW FRQVLGHU UDFH FRORU
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WKH &)3% FRQVLGHUHG LPSOHPHQWLQJ DQ DOJRULWKP WKDW DVVLJQV
SUREDELOLWLHV WR ZKHWKHU ERUURZHUV DUH PLQRULWLHV EDVHG RQ WKHLU ODVW
QDPHV DQG ZKHUH WKH\ OLYH
7KH &)3%¶V H[SODQDWLRQ IRU LWV XVH RI UDFHSUR[\ DOJRULWKPV LQ
GLVSDUDWH LPSDFW DQDO\VLV GLG QRW VDWLVI\ WKRVH ZKR FODLP WKDW WKH
UHVXOWV SUR[LHV SURGXFH DUH SURQH WR VLJQLILFDQW HUURU $ VHFRQG
+RXVH )LQDQFLDO 6HUYLFHV &RPPLWWHH VWDII UHSRUW WKDW ZDV UHOHDVHG
LQ -DQXDU\  ³-XQN 6FLHQFH ,,´ QRW RQO\ UHMHFWHG WKH %XUHDX¶V
UDFH SUR[\ H[SODQDWLRQ EXW DOVR FODLPHG WKDW ³LQ SXUVXLQJ LWV (&2$
HQIRUFHPHQW DJHQGD WKH %XUHDX KDV SXUVXHG GLVSDUDWH LPSDFW FDVHV
ZLWKRXW MXVWLILDEOH VWDWXWRU\ DXWKRULW\´ 7KLV REMHFWLRQ TXHVWLRQHG
ZKHWKHU WKH (&2$ DXWKRUL]HG LPSDFW WKHRU\ LQ OHQGLQJ
GLVFULPLQDWLRQ FDVHV DQG ZKHWKHU WKH &)3%¶V XVH RI LW ZDV SURSHU
'HVSLWH WKH TXHVWLRQV WKH -XQN 6FLHQFH ,, UHSRUW UDLVHG DERXW LWV
VWDWLVWLFDO SUR[\ PHWKRGRORJ\ WKH &)3% FRQWLQXHG WR HQIRUFH WKH
VHWWOHPHQW LW UHDFKHG ZLWK $OO\ 2Q -DQXDU\   WKH %XUHDX
DQQRXQFHG WKDW WKH VHWWOHPHQW DGPLQLVWUDWRU ZDV GLVWULEXWLQJ FKHFNV
WR FRQVXPHUV IRU UHVWLWXWLRQ XQGHU $OO\¶V DJUHHPHQW ,Q UHVSRQVH
&RQJUHVVPDQ -HE +HQVDUOLQJ 57H[DV &KDLU RI WKH +RXVH
)LQDQFLDO 6HUYLFHV &RPPLWWHH XUJHG WKHQ$WWRUQH\ *HQHUDO
/RUHWWD /\QFK ³WR LPPHGLDWHO\ VXVSHQG GLVWULEXWLRQ RI WKH
VHWWOHPHQW SURFHHGV´ +H VWDWHG WKDW EHIRUH GLVWULEXWLQJ WKH IXQGV
UHOLJLRQ QDWLRQDO RULJLQ RU VH[ RU DQ DSSOLFDQW¶V RU RWKHU SHUVRQ¶V GHFLVLRQ QRW
WR SURYLGH WKH LQIRUPDWLRQ LQ DQ\ DVSHFW RI D FUHGLW WUDQVDFWLRQ´
 6HH &21680(5 ),1 3527 %85($8 352;< )25 81,'(17,),(' 5$&(
VXSUD QRWH  DW  Q
 6HH 5(38%/,&$1 67$)) 2) 7+( &200 21 ),1 6(59 7+ &21*
816$)( $7 $1< %85($8&5$&< 3$57 ,, +2: 7+( %85($8 2) &21680(5
),1$1&,$/ 3527(&7,21 5(029(' $17,)5$8' 6$)(*8$5'6 72 $&+,(9(
32/,7,&$/ *2$/6   KWWSVILQDQFLDOVHUYLFHVKRXVHJRYXSORDGHGILOHV
FISEBLQGLUHFWBDXWRBSDUWBLLSGI >KHUHLQDIWHU 5(38%/,&$1 67$)) 2) 7+( &200
21 ),1 6(59 816$)( $7 $1< %85($8&5$&< 3$57 ,,@
 ,G DW 
 &)3%'LVWULEXWHV &KHFNV IRU $OO\ 6HWWOHPHQW &21680(5%$1.(56$66¶1
-DQ   KWWSFRQVXPHUEDQNHUVFRPFRQWHQWFISEGLVWULEXWHVFKHFNV
DOO\VHWWOHPHQW
 3UHVV 5HOHDVH )LQ 6HUY &RPP 86 +RXVH RI 5HSUHVHQWDWLYHV 5HSRUW
5HPRYDO RI 6DIHJXDUGV 0HDQV :KLWH %RUURZHUV 5HFHLYLQJ 6HWWOHPHQW 3URFHHGV
0HDQW IRU 5DFLDO 0LQRULWLHV -DQ   KWWSVILQDQFLDOVHUYLFHVKRXVHJRY
QHZVGRFXPHQWVLQJOHDVS["'RFXPHQW,' 
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
WKH &)3% VKRXOG YHULI\ WKH UDFH RI WKH UHFLSLHQWV JLYHQ WKDW LW XVHG
D UDFHSUR[\ WR GHWHUPLQH WKH GLVFULPLQDWLRQ YLFWLPV )XUWKHU WKH
&RQJUHVVPDQ VWDWHG WKDW YHULILFDWLRQ ZDV QHFHVVDU\ EHFDXVH
LGHQWLI\LQJ PLQRULW\ YLFWLPV E\ UDFHSUR[\ UHVXOWV LQ D JURXS WKDW
LQFOXGHV VRPH QRQPLQRULW\ FRQVXPHUV ZKR DUH LQHOLJLEOH WR UHFHLYH
FRPSHQVDWLRQ DV SUR[LHV FDQQRW LGHQWLI\ D FRQVXPHU¶V UDFH ZLWK
FHUWDLQW\ DQG WKXV FUHDWH D ULVN RI RYHULQFOXVLRQ &RQVHTXHQWO\
&RQJUHVVPDQ +HQVDUOLQJ VXJJHVWHG WKDW UDFH YHULILFDWLRQ ZDV
QHFHVVDU\ WR HQVXUH WKDW WKH FRPSHQVDWLRQ IXQGV ZRXOG EH
GLVWULEXWHG RQO\ WR PLQRULW\ ERUURZHUV DQG QRW ³LQYLWH IUDXG RQ D
PDVVLYH VFDOH 7R IXUWKHU HPSKDVL]H KLV SRLQW &RQJUHVVPDQ
+HQVDUOLQJ TXLSSHG WKDW ³>V@HQGLQJ UHPXQHUDWLRQ FKHFNV WR ZKLWH
ERUURZHUV DV D PHDQV RI UHPHG\LQJ DOOHJHG GLVFULPLQDWLRQ DJDLQVW
$IULFDQ$PHULFDQ +LVSDQLF DQG $VLDQ ERUURZHUV LV DQ XQRUWKRGR[
DSSURDFK WR IDLU OHQGLQJ HQIRUFHPHQW WR VD\ WKH OHDVW´
7R DPHOLRUDWH WKH SRWHQWLDO IRU IUDXG WKH -XQN 6FLHQFH ,, UHSRUW
VXJJHVWHG WKDW WKH &)3% XVH DSSURSULDWH VDIHJXDUGV ZKHQ
GLVWULEXWLQJ WKH $OO\ VHWWOHPHQW IXQGV WR FRQVXPHUV 6SHFLILFDOO\
WKH UHSRUW XUJHG &)3% RIILFLDOV WR UHTXLUH UHFLSLHQWV WR FRQILUP WKHLU
(&2$ SURWHFWHG FODVV VWDWXV DQG HOLJLELOLW\ WR UHFHLYH FRPSHQVDWLRQ
XQGHU SHQDOW\ RI SHUMXU\ 7KH &)3% UHMHFWHG WKLV VXJJHVWLRQ DQG
VWDWHG WKDW WKH\ DUH ³QRW LQ D SRVLWLRQ WR TXHVWLRQ VHOILGHQWLILFDWLRQ
RI UDFH´ 7KH -XQN 6FLHQFH ,, UHSRUW LQGLFDWHG WKDW WKLV UHVSRQVH
ZDV GLVLQJHQXRXV DQG ZDV DFWXDOO\ D FRYHUXS IRU WKH %XUHDX¶V
SROLWLFDO PRWLYH IRU GLVWULEXWLQJ WKH VHWWOHPHQW IXQGV ZLWKRXW
UHTXLULQJ FRQVXPHUV WR YHULI\ WKHLU UDFH ,Q HVVHQFH WKH UHSRUW






 5(38%/,&$1 67$)) 2) 7+( &200 21 ),1 6(59 816$)( $7 $1<
%85($8&5$&< 3$57 ,, VXSUD QRWH  DW ±
 6HH LG DW 
 ,G TXRWLQJ 5HEHFFD *HOIRQG 'HSXW\ $VVLVWDQW 'LUHFWRU IRU WKH 2IILFH RI
)DLU /HQGLQJ DQG (TXDO 2SSRUWXQLW\ EULHILQJ RI &RPPLWWHH 6WDII E\ &)3% 6WDII
'HF  
 6HH JHQHUDOO\ LG
 -2851$/ 2) /$: $1' 32/,&<
DQDO\VLV LQFRUUHFWO\ LGHQWLILHG QRQPLQRULW\ ERUURZHUV DV HOLJLEOH WR
UHFHLYH UHPXQHUDWLRQ
<HW QRQH RI WKHVH FULWLFLVPV DQG DFFXVDWLRQV GHWHUUHG WKH &)3%
IURP SXUVXLQJ DGGLWLRQDO VHWWOHPHQWV ZLWK LQGLUHFW DXWR OHQGHUV
EDVHG RQ DOOHJDWLRQV RI GLVSDUDWH LPSDFW GLVFULPLQDWLRQ
$FFRUGLQJO\ RQ )HEUXDU\   WKH %XUHDX VHWWOHG LWV GLVSXWH
ZLWK 7R\RWD 0RWRU &UHGLW &RUSRUDWLRQ ³7R\RWD´ DQG UHVROYHG
FKDUJHV WKDW WKH OHQGHU¶V ORDQ SURJUDP GLVSURSRUWLRQDWHO\ KDUPHG
$IULFDQ$PHULFDQ $VLDQ DQG 3DFLILF ,VODQGHU ERUURZHUV ZKR SDLG
KLJKHU LQWHUHVW UDWHV WKDQ &DXFDVLDQV IRU DXWR ORDQV UHJDUGOHVV RI
WKHLU FUHGLWZRUWKLQHVV :KLOH WKH FRQVHQW RUGHU UHTXLUHG 7R\RWD WR
SD\  PLOOLRQ LQ UHVWLWXWLRQ WR FRQVXPHUV WKH &)3% GLG QRW
LPSRVH D SHQDOW\ 7KLV LV PRVW OLNHO\ GXH WR WKH IDFW WKDW WKH
FRPSDQ\ DJUHHG WR UHGXFH GHDOHU GLVFUHWLRQ WR PDUNXS LQWHUHVW UDWHV
DQG DJUHHG WR FRQVLGHU PRYLQJ WR QRQGLVFUHWLRQDU\ GHDOHU
FRPSHQVDWLRQ
/DZPDNHUV ZHUH VLPLODUO\ XQGHWHUUHG LQ WKHLU HIIRUWV WR OLPLW WKH
&)3%¶V GLVSDUDWH LPSDFW HQIRUFHPHQW DXWKRULW\ )RU H[DPSOH
6HQDWRU -HUU\0RUDQ 5.DQVDV LQWURGXFHG D ELOO WR KDOW WKH &)3%¶V
HQIRUFHPHQW DFWLRQV DJDLQVW LQGLUHFW DXWR OHQGHUV 6LPLODU WR +5
 WKH ³5HIRUPLQJ &)3% ,QGLUHFW $XWR )LQDQFLQJ *XLGDQFH
$FW´ FRQGHPQHG WKH &)3%¶V GLVSDUDWH LPSDFW VWUDWHJ\ $OWKRXJK
WKH 6HQDWH %DQNLQJ +RXVLQJ DQG 8UEDQ $IIDLUV &RPPLWWHH KHOG
 6HH JHQHUDOO\ LG DW ±
 3UHVV 5HOHDVH &RQVXPHU )LQ 3URW %XUHDX &)3% DQG '2- 5HDFK
5HVROXWLRQ :LWK 7R\RWD 0RWKHU &UHGLW 7R $GGUHVV /RDQ 3ULFLQJ 3ROLFLHV :LWK
'LVFULPLQDWRU\ (IIHFWV )HE   >KHUHLQDIWHU 3UHVV 5HOHDVH &)3% DQG '2-
5HDFK 5HVROXWLRQ :LWK 7R\RWD@ KWWSVZZZFRQVXPHUILQDQFHJRYDERXW
XVQHZVURRPFISEDQGGRMUHDFKUHVROXWLRQZLWKWR\RWDPRWRUFUHLWWRDGGUHVV
ORDQSULFLQJSROLFLHVZLWKGLVFULPLQDWRU\HIIHFWV
 &RQVHQW 2UGHU ,Q WKH 0DWWHU RI 7R\RWD 0RWRU &UHGLW &RUSRUDWLRQ 1R




 6HH 5HIRUPLQJ &)3% ,QGLUHFW $XWR )LQDQFLQJ *XLGDQFH $FW 6 
WK &RQJ G 6HVV 
 ,G
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KHDULQJV RQ WKLV ELOO WKH 6HQDWH WRRN QR IXUWKHU DFWLRQ RQ LW $ IHZ
PRQWKV ODWHU &RQJUHVVPDQ +HQVDUOLQJ UHYLYHG KLV OHJLVODWLYH
HIIRUWV WR KDOW &)3% VHWWOHPHQWV ZLWK LQGLUHFW DXWR OHQGHUV ,Q
6HSWHPEHU  KH LQWURGXFHG WKH )LQDQFLDO &KRLFH $FW RI 
³ &KRLFH $FW´ ZKLFK LQFOXGHG D SURYLVLRQ WKDW ZRXOG
³UHSHDO &)3%¶V LQGLUHFW OHQGLQJ JXLGDQFH´ 1DPHO\ LW VRXJKW WR
UHSHDO WKH 0DUFK  %XOOHWLQ ZKHUHLQ WKH &)3% FRQILUPHG LWV
DXWKRULW\ WR EULQJ GLVSDUDWH LPSDFW DFWLRQV DJDLQVW LQGLUHFW DXWR
OHQGHUV 7KH +RXVH RI 5HSUHVHQWDWLYHV XOWLPDWHO\ GLG QRW YRWH RQ
WKH  &KRLFH $FW EXW GLG HQG XS SDVVLQJ D  YHUVLRQ RI WKH
$FW 7KLV OHJLVODWLRQ ZDV VLPLODU LQ FRQWHQW WR WKH  SURSRVDO LQ
WKDW LW ZDV DPHQGHG WR LQFOXGH D SURYLVLRQ QXOOLI\LQJ WKH &)3%¶V
LQGLUHFW OHQGLQJ %XOOHWLQ DQG FXUELQJ LWV DXWKRULW\ WR EULQJ GLVSDUDWH
LPSDFW HQIRUFHPHQW DFWLRQV DJDLQVW LQGLUHFW DXWR OHQGHUV 7KH
6HQDWH GLG QRW YRWH RQ WKH  &KRLFH $FW KRZHYHU LQ 
&RQJUHVV IRXQG DQRWKHU ZD\ WR RYHUUXOH WKH %XOOHWLQ 3XUVXDQW WR
WKH &RQJUHVVLRQDO 5HYLHZ $FW ERWK KRXVHV RI &RQJUHVV SDVVHG
MRLQW UHVROXWLRQV GLVDSSURYLQJ WKH &)3%¶V %XOOHWLQ DIWHU WKH
*RYHUQPHQW $FFRXQWDELOLW\ 2IILFH FRQFOXGHG WKDW LW TXDOLILHG DV D
 6HH 5HIRUPLQJ &3%) ,QGLUHFW $XWR )LQDQFLQJ $FW +HDULQJ RQ 6 
%HIRUH WKH &RPP RQ %DQNLQJ +RXVLQJ DQG 8UEDQ $IIDLUV WK &RQJ 
 )LQDQFLDO &KRLFH $FW RI  +5   &RQJ 
 ,G  
 6HH &21680(5 ),1 3527 %85($8 &21680(5 ),1 3527 %85($8
%8// VXSUD QRWH 
 )LQDQFLDO &KRLFH $FW RI  +5  WK &RQJ 
 7KH &RQJUHVVLRQDO 5HYLHZ $FW RI  SHUPLWV &RQJUHVV WR H[SHGLWH RU
³IDVW WUDFN´ SURFHGXUHV WR H[SUHVV LWV GLVDSSURYDO RI UXOHV LVVXHG E\ UHJXODWRU\
DJHQFLHV 7KLV LV XVXDOO\ GRQH E\ WKH 6HQDWH DQG WKH +RXVH RI 5HSUHVHQWDWLYHV
HDFK HQDFWLQJ D MRLQW UHVROXWLRQ RI GLVDSSURYDO 6XEWLWOH ( ³&RQJUHVVLRQDO
5HYLHZ´ RI WKH 6PDOO %XVLQHVV 5HJXODWRU\ (QIRUFHPHQW )DLUQHVV $FW RI 
7LWOH ,, RI WKH &RQWUDFW ZLWK $PHULFD $GYDQFHPHQW $FW RI  3/ 
 6WDW    FRGLILHG DW  86&  ± 
 2Q $SULO   WKH 86 6HQDWH SDVVHG 6- 5HV  E\ D YRWH RI  WR
 ZKLFK GLVDSSURYHG RI WKH &)3%¶V 0DUFK  %XOOHWLQ UHJDUGLQJ LQGLUHFW
OHQGHU OLDELOLW\ DQG WKH (&2$ 2Q 0D\  WKH 86 +RXVH RI 5HSUHVHQWDWLYHV
SDVVHG D FRPSDQLRQ UHVROXWLRQ +- 5HVROXWLRQ  E\ RI YRWH RI  WR  6HH
6- 5HV  WK &RQJ  +5- 5HV  WK &RQJ 
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UXOH VXEMHFW WR OHJLVODWLYH HYDOXDWLRQ &RQJUHVVLRQDO GLVDSSURYDO
LV WKH IXQFWLRQDO HTXLYDOHQW RI UHSHDOLQJ WKH %XOOHWLQ 7KXV ZKHQ
3UHVLGHQW 7UXPS VLJQHG LQWR ODZ 6HQDWH -RLQW 5HVROXWLRQ 
5HVROXWLRQ  RQ 0D\   WKH &)3%¶V VWDWHPHQW RI LWV LQWHQW
WR XVH GLVSDUDWH LPSDFW WKHRU\ LQ LQGLUHFW DXWR OHQGLQJ FDVHV EHFDPH
LQHIIHFWLYH DQG FRXOG QR ORQJHU EH UHJDUGHG DV JRYHUQPHQW SROLF\
,W LV GLIILFXOW WR VHSDUDWH SROLWLFDO PRWLYDWLRQV IURP FRQJUHVVLRQDO
HIIRUWV WR OLPLW WKH &)3%¶V GLVSDUDWH LPSDFW HQIRUFHPHQW
DXWKRULW\ 7KH ORQJVWDQGLQJ 5HSXEOLFDQ RSSRVLWLRQ WR WKH %XUHDX
VLQFH LWV LQFHSWLRQ DQG VWHDGIDVW 5HSXEOLFDQ HIIRUWV WR XQGHUPLQH LI
QRW HOLPLQDWH LW DOWRJHWKHU XQGHUVFRUH WKLV GLIILFXOW\ $OWKRXJK
 ,Q 0DUFK  6HQDWRU 3DW 7RRPH\ 53$ DVNHG WKH *RYHUQPHQW
$FFRXQWDELOLW\ 2IILFH WR GHWHUPLQH ZKHWKHU WKH &)3%¶V  %XOOHWLQ LV D UXOH
VXEMHFW WR FRQJUHVVLRQDO UHYLHZ 2Q 'HFHPEHU   WKH *$2 LVVXHG LWV ILQGLQJ
WKDW WKH %XOOHWLQ TXDOLILHV DV D UXOH HYHQ WKRXJK LW LV QRW OHJDOO\ ELQGLQJ 7KLV
ILQGLQJ RSHQHG WKH GRRU IRU &RQJUHVV WR HYDOXDWH WKH %XOOHWLQ DQG GHFLGH ZKHWKHU
LW GLVDSSURYHG RI WKH JXLGDQFH FRQWDLQHG WKHUHLQ 6HH /HWWHU IURP 7KRPDV +
$UPVWURQJ *HQHUDO &RXQVHO 86 *RYHUQPHQW $FFRXQWDELOLW\ 2IILFH WR
+RQRUDEOH 3DWULFN - 7RRPH\ 8QLWHG 6WDWHV 6HQDWH 'HF   DYDLODEOH DW
KWWSVZZZJDRJRYDVVHWVSGI
 6HH HJ $GDP /HYLWLQ 7KH 3ROLWLFV RI ,QGLUHFW $XWR /HQGLQJ DQG WKH
&)3% &5(',7 6/,36 'HF    30 KWWSZZZFUHGLWVOLSVRUJ
FUHGLWVOLSVWKHSROLWLFVRILQGLUHFWDXWROHQGLQJDQGWKHFISEKWPO
 5HSXEOLFDQV KDYH FRQVLVWHQWO\ RSSRVHG WKH &)3% VLQFH LWV FUHDWLRQ LQ
 7KH\ KDYH LQWURGXFHG QXPHURXV ELOOV WR UHVWUXFWXUH RU HOLPLQDWH WKH DJHQF\
0RVW UHFHQWO\ 6HQDWRU 7HG &UX] 5 7H[DV LQWURGXFHG D ELOO RQ )HEUXDU\ 
 WR HOLPLQDWH WKH &)3% 6HH 7RELH 6WDQJHU :K\ WKH &RQVXPHU )LQDQFLDO
3URWHFWLRQ %XUHDX LV LQ 'DQJHU 0DU   KWWSVZZZFRQVXPHUUHSRUWV
RUJFRQVXPHUILQDQFLDOSURWHFWLRQEXUHDXZK\FRQVXPHUILQDQFLDOSURWHFWLRQ
EXUHDXLVLQGDQJHU ³6HQ 7HG &UX] UHFHQWO\ LQWURGXFHG WKH 5HSHDO &)3% $FW
ZKLFK ZRXOG VFUDS WKH EXUHDX HQWLUHO\´ 0DUN 6FKRHII -U :K\ )LQDQFLDO
$GYLVHUV +DWH (OL]DEHWK :DUUHQ ,19(670(171(:6 6HSW  
KWWSZZZLQYHVWPHQWQHZVFRPDUWLFOH)5((ZK\ILQDQ
FLDODGYLVHUVKDWHHOL]DEHWKZDUUHQ ³>,@Q WKH 86 6HQDWH (OL]DEHWK :DUUHQ KDV
EHFRPH RQH RI WKH PRVW SRODUL]LQJ ILJXUHV LQ &RQJUHVV DQG DPRQJ WKH OHJLVODWRUV
PRVW KDWHG E\ PHPEHUV RI WKH ILQDQFLDO VHUYLFHV LQGXVWU\´ 6HH DOVR 7LPHOLQH
7KH 5HSXEOLFDQV¶ $E\VPDO 5HFRUG RQ WKH &)3% 86 +286( &200 21 ),1
6(59,&(6 '(02&5$76 KWWSVGHPRFUDWVILQDQFLDOVHUYLFHVKRXVHJRYXSORDG
HGILOHVUHSXEOLFDQBUHFRUGBRQBWKHBFISEBILQDOSGI ODVW YLVLWHG $SU  
SURYLGLQJ D WLPHOLQH RI WKH FRPSUHKHQVLYH VWUXJJOH EHWZHHQ WKH 5HSXEOLFDQV DQG
WKH &)3% 'DYLG /D]DUXV 5HSXEOLFDQV &RRN 8S 3ODQ WR &ULSSOH &RQVXPHU
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
VRPH 5HSXEOLFDQ PHPEHUV RI &RQJUHVV KDYH VWDWHG WKDW WKH\
RSSRVHG WKH %XOOHWLQ EHFDXVH WKH\ VDZ LW DV DQ DWWHPSW E\ WKH &)3%
WR FLUFXPYHQW WKH 'RGG)UDQN H[HPSWLRQ DQG JLYH WKH %XUHDX
UHJXODWRU\ SRZHU RYHU DXWR GHDOHUV 5HVROXWLRQ  GLVDSSURYLQJ
WKH %XOOHWLQ PD\ DFWXDOO\ UHIOHFW FRQJUHVVLRQDO LQWHQW WR ZHDNHQ WKH
&)3% LQVWHDG RI OHJLWLPDWH FRQFHUQ DERXW ZKHWKHU WKH %XUHDX LV
FDUHIXOO\ FRQVLGHULQJ KRZ WR DSSURDFK WKH SUREOHP RI GLVSDUDWH
LPSDFW LQ LQGLUHFW DXWR OHQGLQJ )RU LQVWDQFH GXULQJ FRQJUHVVLRQDO
KHDULQJV RQ 5HVROXWLRQ  &RQJUHVVZRPDQ $QQ :DJQHU 502
ZKR VXSSRUWHG WKH UHVROXWLRQ DUJXHG WKDW ³WKLV JXLGDQFH KDV EHFRPH
D V\PERO IRU HYHU\WKLQJ WKDW LV ZURQJ ZLWK WKH &)3%´
,Q VXP WKH KLVWRU\ RI 6HQDWH -RLQW 5HVROXWLRQ  VKRZV WKDW
OHJDO DQG SROLWLFDO G\QDPLFV DUH VKDSLQJ WKH GLVSXWH RYHU WKH YDOLGLW\
RI GLVSDUDWH LPSDFW WKHRU\ LQ OHQGLQJ GLVFULPLQDWLRQ FDVHV
+RZHYHU WKHVH WR[LF G\QDPLFV DUH VHFRQGDU\ WR WKH ODUJHU LVVXH RI
ZKHWKHU WKH (&2$ DXWKRUL]HV GLVSDUDWH LPSDFW FODLPV 7KH
DXWKRUL]DWLRQ LVVXH LV SDUDPRXQW EHFDXVH ZKHWKHU WKH &)3%
FRUUHFWO\ XVHG SUR[LHV LQ LWV GLVSDUDWH LPSDFW DQDO\VHV ZLOO EH D PRRW
TXHVWLRQ LI WKH (&2$ GRHV QRW DXWKRUL]H WKHVH FODLPV DW DOO
1HYHUWKHOHVV WKH SROLWLFDO DQG OHJDO G\QDPLFV DUH VLJQLILFDQW LQ WKDW
WKH\ IRUHVKDGRZ D ILHUFH XSFRPLQJ OHJDO EDWWOH RYHU WKH VFRSH RI WKH
(&2$¶V GLVFULPLQDWLRQ SURKLELWLRQ ,W LV LPSRUWDQW WR HPSKDVL]H
WKDW 5HVROXWLRQ  WKDW SUHFOXGHV WKH &)3% IURP XVLQJ LPSDFW
WKHRU\ LQ LQGLUHFW DXWR ILQDQFH GRHV QRW UHVROYH WKH RYHUDUFKLQJ
TXHVWLRQ RI ZKHWKHU WKH (&2$ SHUPLWV GLVSDUDWH LPSDFW FODLPV
,QFOXVLYH &RPPXQLWLHV SURYLGHV LQVLJKW RQ KRZ FRXUWV ZLOO OLNHO\
GHFLGH WKLV TXHVWLRQ $V WKH 6XSUHPH &RXUW HPSKDVL]HG LQ WKDW FDVH
$JHQF\ /$ 7,0(6 -XQH   KWWSZZZODWLPHVFRPEXVLQHVV
OD]DUXVODILOD]DUXVGRGGIUDQNVQDSVWRU\KWPO
 'RGG)UDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWHFWLRQ $FW 'RGG
)UDQN $FW 3XE / 1R     6WDW    FRGLILHG
DW  86&  
 6HH HJ  &21* 5(&  +± 7XHVGD\ 0D\  
VWDWHPHQWV RI 6HQ +HQVDUOLQJ
103  &21* 5(&  +± 7XHVGD\ 0D\   VWDWHPHQWV RI
6HQ :DJQHU
 6HH VXSUD ,QWURGXFWLRQ
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FRQJUHVVLRQDO LQWHQW LV WKH OLQFKSLQ WKDW GHWHUPLQHV YDOLGLW\ $V
VXFK LW LV LPSRUWDQW WR H[DPLQH ZKHWKHU &RQJUHVV LQWHQGHG IRU
FRQVXPHUV WR EH DEOH WR XVH LPSDFW DQDO\VLV WR SURYH WKHLU (&2$
FODLPV
,, ',63$5$7( ,03$&7 /,$%,/,7< 7+( (&2$ $1' ,1&/86,9(
&20081,7,(6
$ %DFNJURXQG
(YHU VLQFH &RQJUHVV HQDFWHG WKH )DLU +RXVLQJ $FW ³)+$´ DQG
WKH (&2$ DV SDUW RI D VHULHV RI FLYLO ULJKWV OHJLVODWLRQ LQ WKH V
DQG V FRXUWV KDYH FRQVLVWHQWO\ UHFRJQL]HG WKDW ERWK VWDWXWHV
SURKLELW GLVSDUDWH WUHDWPHQW DQG GLVSDUDWH LPSDFW GLVFULPLQDWLRQ
'HVSLWH RU SRVVLEO\ EHFDXVH RI WKLV FRQVHQVXV WKH 6XSUHPH &RXUW
IRU PDQ\ \HDUV KDG GHFOLQHG WR LQWHUSUHW ERWK VWDWXWHV 7KH &RXUW
EURNH LWV VLOHQFH DW WKH HQG RI LWV  WHUP ZKHQ LW GHFLGHG ,QFOXVLYH
&RPPXQLWLHV KROGLQJ WKDW GLVSDUDWH LPSDFW FODLPV DUH LQGHHG
SHUPLVVLEOH XQGHU WKH )+$ 7KH &RXUW IRXQG VXSSRUW IRU LWV
KROGLQJ LQ WKH VWDWXWH¶V WH[W OHJLVODWLYH KLVWRU\ DQG KLVWRULFDO
SXUSRVHV $OWKRXJK WKH )+$ DQG (&2$ KDYH VLPLODU
EDFNJURXQGV DQG SXUSRVHV WKHLU VWDWXWRU\ FRQVWUXFWLRQ GLYHUJHV MXVW
HQRXJK WKDW WKH &RXUW¶V WH[WXDO DQDO\VLV LQ ,QFOXVLYH &RPPXQLWLHV
GRHV QRW VXSSRUW UHFRJQL]LQJ (&2$ GLVSDUDWH LPSDFW OLDELOLW\
+RZHYHU WKH KLVWRULFDO EDFNJURXQG RI WKH (&2$ DQG WKH SROLF\
FRQVLGHUDWLRQV XQGHUJLUGLQJ LW SURYLGH FRPSHOOLQJ UHDVRQV IRU
FRQFOXGLQJ WKDW &RQJUHVV LQWHQGHG IRU (&2$ SODLQWLIIV WR EH DEOH WR
EULQJ GLVSDUDWH LPSDFW FODLPV
 6HH 7H[ 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW
,QF  6 &W  
 0LFKDHO $OHR 	 3DEOR 6YLUVN\ )RUHFORVXUH )DOORXW 7KH %DQNLQJ
,QGXVWU\¶V $WWDFN RQ 'LVSDUDWH ,PSDFW 5DFH 'LVFULPLQDWLRQ &ODLPV 8QGHU WKH
)DLU +RXVLQJ $FW DQG WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW  %8 38% ,17 /- 
 ± 
 ,QFOXVLYH &PW\V  6 &W DW 
 ,G
 6HH LQIUD 6HFWLRQ ,,,&
 6HH LQIUD 6HFWLRQ ,,,%±&
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
$IWHU SUHVHQWLQJ DQ RYHUYLHZ RI WKH (&2$ WKH QH[W VHFWLRQ
UHFRQVWUXFWV WKH OHQGLQJ HQYLURQPHQW IRU ZRPHQ WKDW SUHFHGHG WKH
VWDWXWH¶V HQDFWPHQW DQG VKRZV LWV KLVWRULFDO VLJQLILFDQFH WR
LQWHUSUHWDWLRQ RI WKLV IDLU OHQGLQJ OHJLVODWLRQ 7KLV KLVWRU\ UHYHDOV
WKDW &RQJUHVV LQWHQGHG IRU WKH (&2$ WR FRPEDW GLVSDUDWH WUHDWPHQW
DQG GLVSDUDWH LPSDFW GLVFULPLQDWLRQ 7KH 6XSUHPH &RXUW¶V
UHDVRQLQJ LQ ,QFOXVLYH &RPPXQLWLHV ZKLFK LV DOVR GLVFXVVHG LQ WKH
QH[W VHFWLRQ KLJKOLJKWV WKH LPSRUWDQFH RI KLVWRULFDO LQIRUPDWLRQ WR
WKH GHWHUPLQDWLRQ RI ZKHWKHU D VWDWXWH LQFOXGHV GLVSDUDWH LPSDFW
OLDELOLW\ :KHQ WKH ,QFOXVLYH &RPPXQLWLHV OLQH RI UHDVRQLQJ LV
DSSOLHG WR WKH (&2$ ZKDW HPHUJHV DUH VWURQJ DUJXPHQWV IRU
IDYRULQJ VXFK OLDELOLW\ LQ IDLU OHQGLQJ FDVHV
% 7KH (TXDO &UHGLW 2SSRUWXQLW\ $FW
 7KH 7H[W
7KH (&2$ LV FRGLILHG LQ 6HFWLRQV I RI 7LWOH  RI
WKH 8QLWHG 6WDWHV &RGH 5HOHYDQW KHUH LV 6HFWLRQ  ZKLFK VHWV
IRUWK WKH VFRSH RI WKH SURKLELWLRQ RQ FUHGLW GLVFULPLQDWLRQ 6HFWLRQ
D SURYLGHV WKH (&2$¶V RSHUDWLYH ODQJXDJH ZKLFK PDNHV LW
>X@QODZIXO IRU DQ\ FUHGLWRU WR GLVFULPLQDWH DJDLQVW
DQ\ DSSOLFDQW ZLWK UHVSHFW WR DQ\ DVSHFW RI D FUHGLW
WUDQVDFWLRQ  RQ WKH EDVLV RI UDFH FRORU UHOLJLRQ
QDWLRQDO RULJLQ VH[ RU PDULWDO VWDWXV RU DJH SURYLGHG
WKH DSSOLFDQW KDV WKH FDSDFLW\ WR FRQWUDFW 
EHFDXVH DOO RU SDUW RI WKH DSSOLFDQW¶V LQFRPH GHULYHV
IURP DQ\ SXEOLF DVVLVWDQFH SURJUDP RU  EHFDXVH
WKH DSSOLFDQW KDV LQ JRRG IDLWK H[HUFLVHG DQ\ ULJKW
XQGHU WKLV FKDSWHU
6XEVHFWLRQV E DQG F SURYLGH H[FHSWLRQV WR WKLV JHQHUDO
SURKLELWLRQ )RU H[DPSOH 6XEVHFWLRQ E DOORZV LQTXLULHV LQWR 
PDULWDO VWDWXV ³IRU WKH SXUSRVH RI DVFHUWDLQLQJ WKH FUHGLWRU¶V ULJKWV
DQG UHPHGLHV DSSOLFDEOH WR WKH SDUWLFXODU H[WHQVLRQ RI FUHGLW DQG QRW
WR GLVFULPLQDWH LQ D GHWHUPLQDWLRQ RI FUHGLWZRUWKLQHVV´  DJH RU
WKH DSSOLFDQW¶V VWDWXV DV D SXEOLFEHQHILWV UHFLSLHQW ³IRU SXUSRVH RI
 (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$  86&  D±H 
 ,G  D
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GHWHUPLQLQJ WKH DPRXQW DQG SUREDEOH FRQWLQXDQFH RI LQFRPH OHYHOV
FUHGLW KLVWRU\ RU RWKHU SHUWLQHQW HOHPHQW RI FUHGLWZRUWKLQHVV´ 
DJH LI ³WKH DJH RI VXFK DSSOLFDQW LV WR EH XVHG E\ WKH FUHGLWRU LQ WKH
H[WHQVLRQ RI FUHGLW LQ IDYRU RI VXFK DSSOLFDQW´ DQG  JHQGHU DQG
PLQRULW\ VWDWXV IRU WKH SXUSRVH RI VPDOOEXVLQHVV ORDQ GDWD
FROOHFWLRQ 6XEVHFWLRQ E IXUWKHU DOORZV FUHGLWRUV WR GLVFULPLQDWH
DJDLQVW DSSOLFDQWV EDVHG RQ WKHLU DJH DV ORQJ DV WKH FUHGLWRUV GR QRW
GLVFULPLQDWH DJDLQVW HOGHUO\ DSSOLFDQWV DQG WKHLU PRWLYDWLRQ LV
³HPSLULFDOO\ GHULYHG´ DQG ³VWDWLVWLFDOO\ VRXQG´ 6XEVHFWLRQ F
VSHFLILHV WKDW WKH (&2$ GRHV QRW SURKLELW FUHGLWRUV IURP
SDUWLFLSDWLQJ LQ FHUWDLQ DIILUPDWLYH DFWLRQ SURJUDPV
 /HJLVODWLYH +LVWRU\
,Q WKH HDUO\ V VHYHUDO PHPEHUV RI &RQJUHVV H[SUHVVHG
LQWHUHVW LQ IDLU OHQGLQJ OHJLVODWLRQ WKDW ZRXOG IRUJH D QHZ HUD RI
ZLGHVSUHDG HTXDOLW\ DQG RSSRUWXQLW\ LQ WKH ZD\ OHQGHUV GLVSHQVHG
FRQVXPHU FUHGLW ,Q  &RQJUHVVZRPDQ /HRQRU 6XOOLYDQ '
0LVVRXUL D PHPEHU RI WKH +RXVH %DQNLQJ DQG &XUUHQF\
&RPPLWWHH LQWURGXFHG D ELOO WKDW ZDV D PDMRU VWHS LQ WKDW
GLUHFWLRQ 7KH ELOO ZKLFK XOWLPDWHO\ IDLOHG WR JHW RXW RI
FRPPLWWHH ZRXOG KDYH SURWHFWHG FRQVXPHUV DJDLQVW GLVFULPLQDWLRQ
RQ WKH EDVLV RI VH[ PDULWDO VWDWXV UDFH FRORU QDWLRQDO RULJLQ DJH
 ,G  E
 ,G  E
 6HH LG  F 7KH (&2$ GRHV QRW VSHFLI\ WKDW WKLV VHFWLRQ LV UHIHUULQJ
WR DIILUPDWLYH DFWLRQ SURJUDPV EXW WKH OHJLVODWLYH KLVWRU\ PDNHV LW FOHDU WKDW WKLV
LV WKH SXUSRVH 6HH +5 5HS 1R  DW   &RQI 5HS H[SODLQLQJ
DPHQGHG ELOO ZRXOG H[HPSW DOO DIILUPDWLYH DFWLRQ FUHGLW SURJUDPV DV RSSRVHG WR
MXVW ORDQ SURJUDPV
 )RU H[DPSOH &RQJUHVVZRPDQ 0DULH &ODLERUQH %RJJV ³/LQG\ %RJJV´
'/D ZKR EHFDPH D PHPEHU RI &RQJUHVV LQ  QRWHG LQ KHU PHPRLU WKDW ZKHQ
WKH &RQJUHVVLRQDO %DQNLQJ &RPPLWWHH PHW WR PDUN XS DQ HDUO\ (&2$ ELOO WKDW
ZRXOG SURWHFW DJDLQVW GLVFULPLQDWLRQ EHFDXVH RI UDFH FRORU QDWLRQDO RULJLQ DJH
DQG UHOLJLRQ VKH DGGHG ³VH[ DQG PDULWDO VWDWXV´ WR WKH SURKLELWHG FDWHJRULHV 6KH
DOVR VWDWHV WKDW WKH RWKHU FRPPLWWHH PHPEHUV XQDQLPRXVO\ DSSURYHG KHU DGGLWLRQV
WR WKH ELOO 6HH /,1'< %2**6 	 .$7+(5,1( +$7&+ :$6+,1*721 7+528*+ $
3853/( 9(,/ 0(02,56 2) $ 6287+(51:20$1 ± 
 6HH (TXDO &UHGLW 2SSRUWXQLW\ $FW RI  +5  G &RQJ

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DQG UHOLJLRQ &RQJUHVVZRPDQ %HOOD $E]XJ '1HZ <RUN
LQWURGXFHG PXFK QDUURZHU ELOOV WKDW IRFXVHG SULPDULO\ RQ ZRPHQ
+HU ELOOV ZRXOG KDYH SURKLELWHG GLVFULPLQDWRU\ OHQGLQJ SUDFWLFHV RQ
WKH EDVLV RI VH[ DQG PDULWDO VWDWXV &RQJUHVV RSWHG IRU WKH
QDUURZHU YHUVLRQ DQG SDVVHG WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW DV
SDUW RI WKH 'HSRVLWRU\ ,QVWLWXWLRQV $PHQGPHQWV $FW RI 
&RQJUHVVZRPDQ 6XOOLYDQ KDG SXVKHG IRU D VWDQGDORQH (&2$ ELOO
WKDW VKH EHOLHYHG ZRXOG KDYH SURWHFWHG PRUH FRQVXPHUV WKDQ WKH
OHJLVODWLRQ DFWXDOO\ HQDFWHG $IWHU &RQJUHVV SDVVHG WKH VWDWXWH VKH
FRPPHQWHG WKDW ³WKH GLVFULPLQDWLRQ SURYLVLRQ LV QRW DV VWURQJ DV ZH
ZRXOG KDYH JRWWHQ LI WKLV KDG EHHQ KDQGOHG DV D VHSDUDWH
ELOO    >L@W¶V D VWDUW EXW LW¶V QRW DV IDU DV LW VKRXOG KDYH JRQH´
'HVSLWH WKH (&2$¶V SHUFHLYHG VKRUWFRPLQJV VRPH PHPEHUV RI
WKH &RQJUHVV WKDW HQDFWHG WKH OHJLVODWLRQ SUDLVHG LW DV D ERRQ IRU
ZRPHQ )RU LQVWDQFH &RQJUHVVZRPDQ %HOOD $E]XJ GHVFULEHG LW DV
³YHU\ JUDWLI\LQJ    DQG D YLFWRU\ IRU WKH ZRPHQ¶V PRYHPHQW´
(FKRLQJ WKHVH VHQWLPHQWV 6HQDWRU :LOOLDP ( %URFN G 5
7HQQHVVHH VDLG
:RPHQ DUH D PRVW LQWHJUDO SDUW RI RXU HFRQRPLF
VRFLHW\ WRGD\    0DQ\ RI WKHP DUH KHDGV RI
KRXVHKROGV ZRUNLQJ PRWKHUV RU FDUHHU ZRPHQ ZKR
GHVHUYH WKH ULJKW WR KDYH HTXDO RSSRUWXQLW\ WR REWDLQ
FUHGLW    7KLV PHDVXUH KHOSV WR SURYLGH WKDW
 ,G VHH (QLG 1HP\ &RQJUHVV 3DVVHV %LOO %DQQLQJ %LDV $JDLQVW :RPHQ
RQ &UHGLW 1< 7,0(6 2FW   KWWSZZZQ\WLPHVFRP
DUFKLYHVFRQJUHVVSDVVHVELOOEDQQLQJELDVDJDLQVWZRPHQRQFUHGLWZR
PHQKWPO
 6HH +5          
G &RQJ 
 6HH LG
 )HGHUDO 'HSRVLW ,QVXUDQFH ,QFUHDVH $FW 3XE / 1R   6WDW 
 FRGLILHG DV DPHQGHG DW  86&    7KLV OHJLVODWLRQ
LQFOXGHG VXFK WLWOHV DV )DLU &UHGLW %LOOLQJ $FW 7UXWKLQ/HQGLQJ DV ZHOO DV WKH
(&2$ ZKLFK LV 7LWOH 9 RI WKH 'HSRVLWRU\ ,QVWLWXWLRQV $PHQGPHQW $FW ,G
 1HP\ VXSUD QRWH 
 &RQJUHVVZRPDQ $E]XJ DOVR ZDQWHG WKH OHJLVODWLRQ WR KDYH XQOLPLWHG
FODVV DFWLRQ GDPDJHV ZKLFK VKH VDZ DV D VWURQJHU GHWHUUHQW WR YLRODWRUV RI WKH DFW
,G
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RSSRUWXQLW\ ,I WKH\ DUH TXDOLILHG IRU FUHGLW WKH\
VKRXOG EH DEOH WR REWDLQ LW
6RRQ DIWHU &RQJUHVV SDVVHG WKH RULJLQDO (&2$ LW UHVXPHG LWV
HIIRUW WR SDVV EURDGHU IDLU OHQGLQJ SURWHFWLRQV DORQJ WKH OLQHV WKDW
&RQJUHVVZRPDQ /HQRUH 6XOOLYDQ LQLWLDOO\ VXJJHVWHG 7KH UHVXOW
RI WKHVH HIIRUWV ZDV WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV
RI  ³ $PHQGPHQWV´ 7KLV OHJLVODWLRQ H[WHQGHG WKH
(&2$¶V SURWHFWLRQ DJDLQVW GLVFULPLQDWLRQ WR LQFOXGH WKH DSSOLFDQW¶V
UDFH FRORU DJH UHOLJLRQ QDWLRQDO RULJLQ VWDWXV DV D SXEOLF EHQHILW
UHFLSLHQW RU YLFWLP RI FUHGLWRU UHWDOLDWLRQ IRU VXLQJ XQGHU WKH
&RQVXPHU &UHGLW 3URWHFWLRQ $FW ,PSRUWDQWO\ D +RXVH RI
5HSUHVHQWDWLYHV UHSRUW WKDW SHUWDLQV WR WKH SURSRVHG (&2$
DPHQGPHQWV PHQWLRQHG D SURSRVDO ³WKDW ZRXOG SURYLGH WKDW QR
FRQVXPHU FRXOG VXFFHVVIXOO\ VHHN SXQLWLYH GDPDJHV XQOHVV WKH
FUHGLWRU µZLOOIXOO\¶ YLRODWHV WKH ODZ´ $V SDUW RI KHU REMHFWLRQ WR
WKLV SURSRVDO &RQJUHVVZRPDQ $E]XJ VWDWHG
:KHUH FUHGLW FULWHULD WKRXJK GLVFULPLQDWRU\ DUH RQ
WKHLU IDFH OHJLWLPDWH LW ZRXOG EHFRPH QHDUO\
LPSRVVLEOH WR GHPRQVWUDWH DQ LQWHQW WR GLVFULPLQDWH
7KLV ZRXOG PHDQ WKDW SODLQWLIIV ZKR UHO\ RQ WKH
HIIHFWV WHVW ZRXOG EH OLPLWHG WR WKH UHFRYHU\ RI DFWXDO
GDPDJHV
)XUWKHUPRUH &RQJUHVVZRPDQ $E]XJ QRWHG WKDW WKH SURSRVDO
³LQ GLVDOORZLQJ DQ\ FLYLO SHQDOWLHV H[FHSW LQ WKH UDUH FDVH RI SURYHQ
ZLOOIXO GLVFULPLQDWLRQ ZRXOG EH D IXOO UHWUHDW IURP HIIHFWLYH SULYDWH
HQIRUFHPHQW´ &RQJUHVVZRPDQ 6XOOLYDQ DJUHHG DQG QRWHG WKDW
³WKH SUHVHQW ODZ´ GRHV QRW FRQWDLQ WKH ZRUG ³ZLOOIXOO\´
 ,G
 6HH (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  +5  WK
&RQJ  HQDFWHG (TXDO &UHGLW 2SSRUWXQLW\ $FW RI  +5  G
&RQJ 
 (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  3XE / 1R 
   6WDW  FRGLILHG DW  86&   7KH DPHQGPHQWV DOVR DGGHG
VHYHUDO H[FHSWLRQV WR WKH JHQHUDO SURYLVLRQV ,G
 /HJLVODWLYH +LVWRU\ RI WKH (TXDO &UHGLW 2SSRUWXQLW\ $PHQGPHQWV RI 
3XE /    
 +5  WK &RQJ DW 
 ,G
 ,G
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$SSDUHQWO\ WKH DUJXPHQWV RI &RQJUHVVZRPHQ $E]XJ DQG 6XOOLYDQ
SUHYDLOHG EHFDXVH WKH HQDFWHG DPHQGPHQWV GLG QRW LQFOXGH D
UHTXLUHPHQW WKDW (&2$ SODLQWLIIV PXVW VKRZ WKDW OHQGHUV
LQWHQWLRQDOO\ YLRODWHG WKH VWDWXH WR UHFRYHU SXQLWLYH GDPDJHV 7KH
LPSOLFDWLRQ LV WKDW ODZPDNHUV WDFLWO\ XQGHUVWRRG WKDW GLVSDUDWH
LPSDFW FODLPV ZHUH LQFOXGHG LQ WKH (&2$ ZKHQ WKH\ LQLWLDOO\
HQDFWHG WKH VWDWXWH DQG WKDW WKH\ LQWHQGHG IRU YLFWLPV WR UHFRYHU
SXQLWLYH GDPDJHV IRU LQWHQWLRQDO DV ZHOO DV XQLQWHQGHG YLRODWLRQV
$OWKRXJK WKH  $PHQGPHQWV ZHUH WKH ODVW PDMRU VXEVWDQWLYH
FKDQJHV &RQJUHVV KDV DPHQGHG WKH (&2$ VHYHUDO PRUH WLPHV LQ
WKH \HDUV VLQFH 1RQH RI WKHVH DPHQGPHQWV WRXFKHG RQ GLVSDUDWH
LPSDFW OLDELOLW\ 1RWDEO\ &RQJUHVVPDQ :LOOLDP 0F&ROOXP 5
)ORULGD LQWURGXFHG D ELOO LQ  DQG DQRWKHU RQH LQ  WR DPHQG
WKH (&2$ 7KHVH ELOOV ZRXOG KDYH UHVWULFWHG (&2$ OLDELOLW\ WR
LQWHQWLRQDO GLVFULPLQDWLRQ &RQJUHVV RSWHG QRW WR WDNH DQ\ DFWLRQ
UHJDUGLQJ WKHVH SURSRVDOV 7KH IDLOXUH RI ODZPDNHUV WR DFW VXJJHVWV
WKDW WKHUH PD\ QRW KDYH EHHQ HQRXJK YRWHV WR SDVV WKLV OHJLVODWLRQ
3HUKDSV D PDMRULW\ EHOLHYHG WKDW WKH PRVW HIIHFWLYH ZD\ WR REWDLQ
HTXDOLW\ LQ FUHGLW PDUNHWV LV WR RXWODZ LQWHQWLRQDO DQG XQLQWHQWLRQDO
OHQGLQJ GLVFULPLQDWLRQ /LPLWLQJ (&2$ FODLPV WR GLVSDUDWH
WUHDWPHQW OLDELOLW\ ZRXOG QRW EH FRQVLVWHQW ZLWK WKLV REMHFWLYH
7KH (&2$¶V HQDFWPHQW LQ WKH ¶V XQGRXEWHGO\ SURYLGHG D
JDWHZD\ IRU ZRPHQ WR JDLQ EHWWHU DFFHVV WR FUHGLW %XW WKLV UHTXLUHG
WKH UHPRYDO RI PDQ\ EDUULHUV WKDW LPSHGHG FUHGLW HTXDOLW\ 6RPH RI
WKHVH EDUULHUV UHVXOWHG IURP OHQGHU SROLFLHV DQG SUDFWLFHV WKDW FDXVHG
GLVSDUDWH WUHDWPHQW GLVFULPLQDWLRQ ZKLOH RWKHUV UHVXOWHG LQ GLVSDUDWH
LPSDFW GLVFULPLQDWLRQ $OWKRXJK ERWK LQWHQWLRQDO DQG XQLQWHQWLRQDO
FRQGXFW FUHDWHG WKHVH EDUULHUV WKH URDGEORFNV WKDW OHG WR
 (J 'RGG)UDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWHFWLYH $FW
'RGG)UDQN $FW 3XE / 1R   6WDW   FRGLILHG LQ
VFDWWHUHG VHFWLRQV RI WKH 86& JUDQWLQJ QHZO\ FUHDWHG &RQVXPHU )LQDQFLDO
3URWHFWLRQ %XUHDX UHJXODWRU\ DXWKRULW\ XQGHU WKH (&2$ (FRQRPLF *URZWK DQG
5HJXODWRU\ 3DSHUZRUN $FW RI  3XE /     6WDW 
 DGGLQJ LQFHQWLYHV IRU VHOIWHVWLQJ DQG VHOIFRUUHFWLRQ )HGHUDO 'HSRVLW
,QVXUDQFH &RUSRUDWLRQ ,PSURYHPHQWV $FW RI  3XE /    
 6WDW   FKDQJLQJ HQIRUFHPHQW UHJLPH
 6HH (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  +5 
WK &RQJ  (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  +5
 WK &RQJ  5HJXODWLRQ %  )HG 5HJ    'HF 

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XQLQWHQWLRQDO GLVFULPLQDWLRQ ZHUH QRW DOZD\V WUDQVSDUHQW
5HFRQVWUXFWLRQ DQG DVVHVVPHQW RI WKH SUH(&2$ OHQGLQJ
HQYLURQPHQW ZLOO HQKDQFH RXU XQGHUVWDQGLQJ RI WKH OLQN EHWZHHQ
VRPH RI WKH EDUULHUV ZRPHQ IDFHG REWDLQLQJ FUHGLW DQG WKH UROH
GLVSDUDWH LPSDFW WKHRU\ DUJXDEO\ SOD\HG LQ WKHLU UHPRYDO
 3UH(&2$ /HQGLQJ (QYLURQPHQW IRU :RPHQ
7KH FRQJUHVVLRQDO KHDULQJV WKDW SUHFHGHG WKH (&2$¶V
HQDFWPHQW KLJKOLJKWHG WKH HFRQRPLF VWDWXV RI ZRPHQ DV ZHOO DV WKH
SUREOHPV ZRPHQ IDFHG REWDLQLQJ FUHGLW 6LQFH GLVSDUDWH LPSDFW
WKHRU\ DOORZV SODLQWLIIV WR FKDOOHQJH XQLQWHQGHG GLVFULPLQDWLRQ LW
LV KHOSIXO WR YLVXDOL]H WKH OHQGLQJ HQYLURQPHQW IRU ZRPHQ WKDW SUH
GDWHG WKH (&2$¶V HQDFWPHQW DQG IRFXV RQ VRPH RI WKH EDUULHUV WKDW
GLVSURSRUWLRQDWHO\ DIIHFWHG ZRPHQ
%HIRUH  WKH FUHGLW LQGXVWU\ KHOG PDQ\ DVVXPSWLRQV DERXW
ZRPHQ WKDW XQGHUPLQHG WKHLU DELOLW\ WR REWDLQ FUHGLW )RU LQVWDQFH
OHQGHUV ZHUH UHOXFWDQW WR H[WHQG LQGLYLGXDO FUHGLW WR VLQJOH ZRUNLQJ
ZRPHQ EHFDXVH WKH\ ZLGHO\ DVVXPHG WKDW WKHVH ZRPHQ ZRXOG VRRQ
PDUU\ DQG OHDYH WKH ZRUNIRUFH ,Q DGGLWLRQ OHQGHUV DVVXPHG WKDW
PDUULHG ZRPHQ ZRXOG KDYH FKLOGUHQ DQG VWD\ KRPH WR UDLVH WKHP
7KHUHIRUH WKH\ FRXOG QRW EH UHOLHG RQ DV ZDJH HDUQHUV IRU WKH
UHSD\PHQW RI WKHLU ORDQV )XUWKHU OHQGHUV GHHPHG ZRPHQ ZKR
ZHUH GLYRUFHG VHSDUDWHG RU ZLGRZHG DV XQFUHGLWZRUWK\ GXH WR WKH
IDFW WKDW DQ\ FUHGLW HVWDEOLVKHG GXULQJ WKH GXUDWLRQ RI D PDUULDJH ZDV
OLNHO\ WR EH LQ WKH KXVEDQG¶V QDPH ³&RQJUHVVLRQDO WHVWLPRQ\ DQG
 6HH +HDULQJV VXSUD QRWH  DW 
 6HH 7D\ORU (OLPLQDWLQJ 5DFLDO 'LVFULPLQDWLRQ LQ WKH 6XESULPH 0RUWJDJH
0DUNHW VXSUD QRWH  DW 
  $0 -85 ' 3522) 2) )$&76    6HH DOVR 1$7¶/ &200¶1
21 &21680(5 ),1 &21680(5 &5(',7 ,1 7+( 81,7(' 67$7(6  ±
 >KHUHLQDIWHU 1$7¶/ &200¶1 21 &21680(5 ),1 &21680(5 &5(',7@
GHVFULELQJ PHWKRGV RI GLVFULPLQDWLRQ DJDLQVW ZRPHQ LQ FRQVXPHU FUHGLW
 +HDULQJV VXSUD QRWH  DW  VWDWHPHQW RI 5HS )OHPPLQJ &KDLUPDQ
86 &RPP¶Q RQ &LYLO 5LJKWV DQG &RPP¶U $GPLQ RQ $JLQJ 'HS¶W RI +HDOWK
(GXF DQG :HOIDUH
 6HH -HIIUH\ 0 %XFKHU 0HPEHU %G RI *RYHUQRUV RI WKH )HG 5HVHUYH
6\V 7KH ([SDQGLQJ 5ROH RI WKH )HGHUDO 5HVHUYH LQ &RQVXPHU &UHGLW 5HPDUNV
%HIRUH WKH &DOLIRUQLD %DQNHUV $VVRFLDWLRQ &RQVXPHU /HQGLQJ 2XWORRN
&RQIHUHQFH  0D\  
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
PHGLD FRYHUDJH DOVR VXJJHVWHG WKDW OHQGHUV RIWHQ UHTXLUHG WKDW
VLQJOH GLYRUFHG RU ZLGRZHG ZRPHQ SURYLGH D PDOH UHODWLYH DV D
FRVLJQHU IRU D PRUWJDJH ORDQ´ EHFDXVH WKH\ DVVXPHG WKDW WKHVH
ZRPHQ ZHUH LQFDSDEOH RI VXFFHVVIXOO\ PDQDJLQJ WKHLU ILQDQFLDO
DIIDLUV )XUWKHUPRUH OHQGHUV DW WKDW WLPH RIWHQ GLVFRXQWHG WKH
ZDJHV RI ZRUNLQJ ZRPHQ ZKHQ XQGHUZULWLQJ D ORDQ HYHQ ZKHQ
WKHVH ZRPHQ ZHUH WKHLU IDPLO\¶V SULPDU\ EUHDGZLQQHUV
7KHVH DWWLWXGHV DQG DVVXPSWLRQV DERXW ZRPHQ SURGXFHG
GLVFULPLQDWRU\ HIIHFWV WKDW WKH (&2$ DUJXDEO\ SURVFULEHV %HORZ LV
D GLVFXVVLRQ RI ILYH H[DPSOHV RI IDFLDOO\ QHXWUDO SROLFLHV DQG
SUDFWLFHV WKDW ZHUH FRPPRQ EHIRUH &RQJUHVV HQDFWHG WKH (&2$
7KH\ FRUUHVSRQG WR TXHVWLRQV OHQGHUV W\SLFDOO\ DVNHG RQ FUHGLW
DSSOLFDWLRQV EHIRUH  $ FUHGLW DSSOLFDWLRQ EHIRUH  SUREDEO\
ORRNHG OLNH WKLV
 +HDULQJV VXSUD QRWH  DW ± FLWLQJ 86 &RPP¶Q RQ &LYLO 5LJKWV
0RUWJDJH 0RQH\ :KR *HWV ,W" $ &DVH 6WXG\ LQ 0RUWJDJH /HQGLQJ
'LVFULPLQDWLRQ LQ +DUWIRUG &RQQHFWLFXW &OHDULQJKRXVH 3XEOLFDWLRQ 1R  -XQH
 ³WKH IHPDOH LV LQKHUHQWO\ XQVWDEOH DQG LQFDSDEOH RI FRQGXFWLQJ KHU RZQ
DIIDLUV´ 6HH DOVR '8%5$9.$ 5,77(5 '2 :( 67,// 1((' 7+( (48$/ &5(',7
23325781,7< $&7" ±  KWWSVZZZSKLODGHOSKLDIHGRUJ
PHGLDFRQVXPHUILQDQFHLQVWLWXWHSD\PHQWFDUGVFHQWHUSXEOLFDWLRQVGLVFXVVLRQ
SDSHUVGHTXDOFUHGLWRSSRUWXQLW\DFWSGI"OD HQ SURYLGLQJ DQ
RYHUYLHZ RI KRZ OHQGHUV YLHZHG ZRPHQ DV EHLQJ XQSUHSDUHG WR KDQGOH WKHLU
ILQDQFHV
 6HH 7D\ORU 3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ )DLU /HQGLQJ
&RPSOLDQFH VXSUD QRWH  DW  Q FLWLQJ +HOHQ ) /DGG (YLGHQFH 2Q
'LVFULPLQDWLRQ LQ 0RUWJDJH /HQGLQJ  - (&21 3(563   
GRFXPHQWLQJ WKDW WKH HDUQLQJV RI ZRPHQ ZHUH RIWHQ GLVFRXQWHG E\  SHUFHQW RU
PRUH E\ D ODUJH QXPEHU RI OHQGHUV
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7KH ILYH H[DPSOHV RI IDFLDOO\ QHXWUDO SROLFLHV DQG SUDFWLFHV IDOO
LQWR WKH IROORZLQJ FDWHJRULHV WHOHSKRQH OLVWLQJV FUHGLW KLVWRU\
FKLOGUHDULQJ SDUWWLPH LQFRPH DQG VXSSRUW SD\PHQWV DQG QDPH
FKDQJHV (DFK FDWHJRU\ LOOXVWUDWHV ZK\ &RQJUHVV OLNHO\ LQWHQGHG WR
DOORZ (&2$ GLVSDUDWH LPSDFW FODLPV
D 7HOHSKRQH /LVWLQJ
$OWKRXJK FUHGLWRUV LQ WKH HDUO\ V QRUPDOO\ UHTXHVWHG
DSSOLFDQWV WR SURYLGH D WHOHSKRQH QXPEHU IRU FRQWDFW LQIRUPDWLRQ
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
PDQ\ UHTXLUHG WKH QXPEHU WR EH OLVWHG LQ WKH WHOHSKRQH ERRN LQ WKH
DSSOLFDQW¶V QDPH 7KLV UHTXLUHPHQW GLVSURSRUWLRQDOO\ LPSDFWHG
PDUULHG ZRPHQ EHFDXVH WKH VRFLDO FXVWRP DQG QRUP DW WKH WLPH
³GLFWDWH>G@ WKDW D PDUULHG FRXSOH KDYH WKHLU WHOHSKRQH OLVWHG LQ RQH
QDPH DOPRVW DOZD\V WKH KXVEDQG¶V´ 2QH DXWKRU GHVFULEHG WKH
SUDFWLFH LQ WKLV PDQQHU
8QWLO  WHOHSKRQH FRPSDQ\ SROLF\ KDG EHHQ WR
XVH RQO\ WKH ILUVW QDPH RI WKH LQGLYLGXDO ZKR KDG
WDNHQ RXW WKH DFFRXQW ,Q D PDUULHG FRXSOH WKLV ZDV
XVXDOO\ WKH KXVEDQG $Q DGGLWLRQDO OLVWLQJ RQ D
VHSDUDWH OLQH KDV DOZD\V EHHQ DYDLODEOH WHOHSKRQH
RIILFLDOV VDLG EXW DW DQ DGGLWLRQDO IHH
,PSRUWDQWO\ OHQGHUV ZKR XVHG FUHGLW VFRULQJ V\VWHPV WR HYDOXDWH
FUHGLW DSSOLFDQWV DVVLJQHG YDOXHV WR FHUWDLQ FULWHULD WKH\ GHHPHG
LQGLFDWLYH RI FUHGLWZRUWKLQHVV 7R UHFHLYH FUHGLW ERUURZHUV KDG
WR REWDLQ D VFRUH DERYH D SUHGHWHUPLQHG FXWRII )RU ERUURZHUV
HYHU\ SRVLWLYH YDOXH ZDV VLJQLILFDQW LQ KHOSLQJ WKHP WR UHDFK WKH
VFRUH WKDW DOORZHG UHFHLSW RI FUHGLW 7KXV OHQGHUV ZKR DVVLJQHG
SRVLWLYH YDOXHV WR WKH H[LVWHQFH RI D WHOHSKRQH OLVWLQJ LQ WKH
DSSOLFDQW¶V QDPH XWLOL]HG D SROLF\ WKDW ZDV GLVFULPLQDWRU\ LQ
RSHUDWLRQ IRU PDUULHG ZRPHQ
E &KLOGUHDULQJ
%HIRUH &RQJUHVV HQDFWHG WKH (&2$ OHQGHUV W\SLFDOO\ DVNHG
DSSOLFDQWV IRU WKHLU DJH DV ZHOO DV WKH QXPEHU DQG DJHV RI WKHLU
FKLOGUHQ 7KH DFTXLVLWLRQ RI WKLV LQIRUPDWLRQ RIWHQ RSHQHG WKH
 $QQH - *HDU\ (TXDO &UHGLW 2SSRUWXQLW\²$Q $QDO\VLV RI 5HJXODWLRQ %
 %86 /$:   
 ,G
 $QGUHH %URRNV :RPHQ ,Q 7KH 3KRQH %RRN 1< 7,0(6 0DU  
KWWSVZZZQ\WLPHVFRPVW\OHZRPHQLQWKHSKRQHERRNKWPO
 6HH 7D\ORU 0HHWLQJ WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW¶V 6SHFLILFLW\
5HTXLUHPHQW VXSUD QRWH  DW ±
 ,G DW 
 6HH +HDULQJV VXSUD QRWH  DW  FLWLQJ 86 &RPP¶Q RQ &LYLO 5LJKWV
0RUWJDJH 0RQH\ :KR *HWV ,W" $ &DVH 6WXG\ LQ 0RUWJDJH /HQGLQJ
'LVFULPLQDWLRQ LQ +DUWIRUG &RQQHFWLFXW &OHDULQJKRXVH 3XEOLFDWLRQ 1R  -XQH
 ³>7@KH QXPEHU DQG DJHV RI FKLOGUHQ OLYLQJ DW KRPH DUH DOVR FRQVLGHUHG
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GRRU WR DVVXPSWLRQV DERXW WKH DSSOLFDQW¶V FKLOGUHDULQJ RU
FKLOGEHDULQJ SODQV )RU LQVWDQFH VRPH FUHGLWRUV PDGH OHQGLQJ
GHFLVLRQV EDVHG RQ DJJUHJDWH VWDWLVWLFV WKDW LQGLFDWHG ZKHWKHU
DSSOLFDQWV LQ FHUWDLQ DJH FDWHJRULHV ZRXOG OLNHO\ EHDU RU UHDU
FKLOGUHQ DQG IRU WKDW UHDVRQ UHFHLYH GLPLQLVKHG RU LQWHUUXSWHG
LQFRPH ZKHQ WKH\ OHIW WKH ODERU PDUNHW $V VXFK ZRPHQ
GLVSURSRUWLRQDWHO\ ERUH WKH EUXQW RI VXFK SUHGLFWLRQV DQG ZHUH RIWHQ
GHQLHG FUHGLW GXH WR SRWHQWLDOO\ XQUHOLDEOH LQFRPH EDVHG RQ WKH
OLNHOLKRRG RI SUHJQDQF\ GXULQJ WKHLU ³FKLOGEHDULQJ \HDUV´ 7R
DPHOLRUDWH WKH KDUVKQHVV RI WKLV SROLF\ VRPH OHQGHUV GLVFRXQWHG WKH
LQFRPH RI ZRPHQ ZKR IHOO LQWR FHUWDLQ DJH EUDFNHWV LQVWHDG RI
WRWDOO\ GLVUHJDUGLQJ LW %HFDXVH WKHUH ZDV QR VWDWLVWLFDO GDWD WKDW
VKRZHG WKDW PHQ RI FHUWDLQ DJHV ZHUH OLNHO\ WR OHDYH WKH ZRUNIRUFH
DQG KDYH LQFRPH LQWHUUXSWLRQV ZKHQ WKH\ EHFDPH IDWKHUV
FUHGLWZRUWKLQHVV GHWHUPLQDWLRQV FRQQHFWHG WR FKLOGUHDULQJ SROLFLHV
KDYH DGYHUVHO\ DIIHFWHG RQO\ ZRPHQ
F 6XSSRUW 3D\PHQWV DQG 3DUWWLPH ,QFRPH
7R GHWHUPLQH LI DQ DSSOLFDQW KDV WKH DELOLW\ DQG ZLOOLQJQHVV WR
UHSD\ GHEW OHQGHUV HYDOXDWH DQ DSSOLFDQW¶V ILQDQFLDO VWDWXV
+LVWRULFDOO\ OHQGHUV FRQVLGHUHG QRW RQO\ WKH FRQWLQXLW\ RI DQ
/HQGHUV DVVXPH WKDW IDPLOLHV ZLWK \RXQJ FKLOGUHQ ZLOO KDYH DGGLWLRQDO FKLOGUHQ
DQG GLVFRXQW WKH ZRUNLQJ ZLIH¶V LQFRPH DFFRUGLQJO\´
 6HH *HDU\ VXSUD QRWH  DW 
 6HH 1$7¶/ &200¶121&21680(5 ),1 &21680(5 &5(',7 VXSUD QRWH
 DW  ±  VHH DOVR *HDU\ VXSUD QRWH  DW 
³>GLVFRXQWLQJ LQFRPH@ LV EDVHG RQ RQH RU PRUH DVVXPSWLRQV OHQGHUV PDNH DERXW
ZRPHQ    WKDW ZRPHQ DUH OHVV VWDEOH PHPEHUV RI WKH ZRUN IRUFH WKDW DOO PDUULHG
ZRPHQ ZLOO KDYH FKLOGUHQ DQG WKDW ZRPHQ ZKR GR KDYH FKLOGUHQ ZLOO OHDYH WKHLU
MREV WR FDUH IRU WKHP´
 6HH +HDULQJV VXSUD QRWH  DW  FLWLQJ 86 &RPP¶Q RQ &LYLO 5LJKWV
0RUWJDJH 0RQH\ :KR *HWV ,W" $ &DVH 6WXG\ LQ 0RUWJDJH /HQGLQJ
'LVFULPLQDWLRQ LQ +DUWIRUG &RQQHFWLFXW &OHDULQJKRXVH 3XEOLFDWLRQ 1R  -XQH

 6HH *HDU\ VXSUD QRWH  DW 
 $JJUHJDWH VWDWLVWLFV H[LVWHG RQ WKH OLNHOLKRRG WKDW ZRPHQ RI FHUWDLQ DJHV
ZRXOG EHFRPH SUHJQDQW DQG WKXV KDYH LQFRPH LQWHUUXSWLRQV EDVHG RQ SUHJQDQF\
OHDYHV DQG OHDYHV WR UHDU FKLOGUHQ 6HH 7D\ORU 0HHWLQJ WKH (TXDO &UHGLW
2SSRUWXQLW\ $FW¶V 6SHFLILFLW\ 5HTXLUHPHQW VXSUD QRWH 
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
DSSOLFDQW¶V LQFRPH EXW DOVR WKH DPRXQW DQG VRXUFH %HIRUH
&RQJUHVV SDVVHG WKH (&2$ OHQGHUV W\SLFDOO\ DVNHG LI DQ DSSOLFDQW
UHFHLYHG DOLPRQ\ FKLOG VXSSRUW RU VHSDUDWH PDLQWHQDQFH
SD\PHQWV $OWKRXJK PHQ DQG ZRPHQ DUH OHJDOO\ HQWLWOHG WR
UHFHLYH VXFK VXSSRUWLYH LQFRPH ZRPHQ RYHUZKHOPLQJO\ UHFHLYH LW
PRUH RIWHQ WKDQ PHQ 7KH SUREOHP LV QRW WKH LPSURSHU DFTXLVLWLRQ
RI LQIRUPDWLRQ LQVWHDG LW LV WKH IDFW WKDW OHQGHUV OLQNHG WKLV
LQIRUPDWLRQ WR SROLFLHV WKDW KDG GLVFULPLQDWRU\ HIIHFWV RQ ZRPHQ
 6HH +HDULQJV VXSUD QRWH  DW ± FLWLQJ 86 &RPP¶Q RQ &LYLO
5LJKWV 0RUWJDJH 0RQH\ VXSUD QRWH  :KR *HWV ,W" $ &DVH 6WXG\ LQ
0RUWJDJH /HQGLQJ 'LVFULPLQDWLRQ LQ +DUWIRUG &RQQHFWLFXW &OHDULQJKRXVH
3XEOLFDWLRQ 1R  -XQH  QRWLQJ WKDW VRPH OHQGHUV IDLOHG WR DFFHSW LQFRPH
IURP RYHUWLPH SD\ DQG VHFRQG MREV RQ D FRQVLVWHQW EDVLV DQG WKDW WKLV KDG D
GLVFULPLQDWRU\ HIIHFW RQ PLQRULW\ KRXVHNHHSHUV ZKR RIWHQ UHOLHG RQ WKHVH VRXUFHV
RI LQFRPH 7KH )HGHUDO +RPH /RDQ %DQN %RDUG LQ 'HFHPEHU  UHOHDVHG
JXLGHOLQHV WKDW VDLG ³$XWRPDWLFDOO\ GLVFRXQWLQJ    LQFRPH IURP ERQXVHV
RYHUWLPH RU SDUW WLPH HPSOR\PHQW ZLOO FDXVH VRPH DSSOLFDQWV WR EH GHQLHG
ILQDQFLQJ    6LQFH VWDWLVWLFV VKRZ WKDW PLQRULW\ JURXS PHPEHUV DQG ORZ DQG
PRGHUDWHLQFRPH IDPLOLHV UHO\ PRUH RIWHQ RQ VXFK VXSSOHPHQWDO LQFRPH WKH
SUDFWLFH PD\ EH UDFLDOO\ GLVFULPLQDWRU\ LQ HIIHFW DV ZHOO DV DUWLILFLDOO\ UHVWULFWLYH
RI RSSRUWXQLWLHV IRU KRPH ILQDQFLQJ´ 1RQGLVFULPLQDWLRQ LQ /HQGLQJ  )HG 5HJ
 'HF  
 6HH VDPSOH V FUHGLW DSSOLFDWLRQ IRUP VXSUD 6HFWLRQ ,,% 6HH DOVR
+HDULQJV VXSUD QRWH  DW  FLWLQJ 86 &RPPLVVLRQ RQ &LYLO 5LJKWV
0RUWJDJH 0RQH\ :KR *HWV ,W $ &DVH 6WXG\ LQ 0RUWJDJH /HQGLQJ
'LVFULPLQDWLRQ LQ +DUWIRUG &RQQHFWLFXW &OHDULQJKRXVH 3XEOLFDWLRQ 1R  -XQH
 ³/HQGHUV JHQHUDOO\ ZLOO QRW UHO\ RQ VXSSRUW SD\PHQWV    HYHQ LI WKHUH LV
D ORQJ KLVWRU\ RI UHOLDEOH SD\PHQWV    7KH GLYRUFHG ZRPDQ DOVR KDV FRQVLGHUDEOH
GLIILFXOW\ LQ REWDLQLQJ D PRUWJDJH ERWK EHFDXVH RI WKH DOOHJHG SUREDELOLW\ RI DQ
XQVWDEOH HFRQRPLF VLWXDWLRQ DQG EHFDXVH RI KHU VRFLDO SRVLWLRQ +HU ILQDQFLDO
FLUFXPVWDQFHV DUH RIWHQ FRPSOH[ VKH PD\ UHO\ RQ DOLPRQ\ FKLOG VXSSRUW RU DQ
LQGHSHQGHQW LQFRPH DORQH RU DQ\ FRPELQDWLRQ RI WKHVH VRXUFHV    7KH GLYRUFHG
ZRPDQ ZKR KDV D VXEVWDQWLDO ZRUN KLVWRU\ DQG D VHSDUDWH VRXUFH RI LQFRPH ZLOO
EH WUHDWHG DV DQ\ RWKHU VLQJOH ZRPDQ 'LIIHUHQWLDO WUHDWPHQW RFFXUV ZKHQ DOLPRQ\
RU FKLOG VXSSRUW SD\PHQWV DUH OLVWHG DV FRQWULEXWLQJ DQG IXQGDPHQWDO VRXUFHV RI
LQFRPH    /HQGHUV JHQHUDOO\ ZLOO QRW UHO\ RQ VXSSRUW SD\PHQWV ZKLFK DUH QRW
FRXUW RUGHUHG HYHQ LI WKHUH LV D ORQJ KLVWRU\ RI UHOLDEOH SD\PHQWV´
 $FFRUGLQJ WR D  86 &HQVXV UHSRUW RI WKH QHDUO\  SHRSOH LQ
WKH 86 ZKR UHFHLYH SRVWGLYRUFH VSRXVDO SD\PHQWV MXVW  ZHUH PHQ ,Q WKH
VDPH \HDU IDWKHUV UHSUHVHQWHG QHDUO\  RI FKLOG VXSSRUW SURYLGHUV 6HH 86
&(1686 %85($8 &8672',$/ 027+(56 $1' )$7+(56 $1' 7+(,5 &+,/'
6833257   KWWSVZZZFHQVXVJRYSURJUDPVVXUYH\VGHPRWDEOHV
IDPLOLHVFKOGVXSGI
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)RU LQVWDQFH VRPH OHQGHUV GLVUHJDUGHG RU GLVFRXQWHG DOLPRQ\ FKLOG
VXSSRUW RU VHSDUDWH PDLQWHQDQFH SD\PHQWV DV VXIILFLHQW LQFRPH IRU
FUHGLW SXUSRVHV UHJDUGOHVV RI DPRXQW DQG UHJXODULW\ ZLWK ZKLFK
VXSSRUW SD\PHQWV KDG EHHQ UHFHLYHG 7KLV LQFRPH VRXUFH ZDV
FDWHJRULFDOO\ FRQVLGHUHG XQUHOLDEOH $QG \HW IRU VRPH ZRPHQ
VXSSRUW SD\PHQWV ZHUH WKHLU RQO\ LQFRPH &RQVHTXHQWO\ D OHQGHU¶V
SROLF\ RI ZKROHVDOH UHMHFWLRQ RI VXSSRUW SD\PHQWV DV ³XQVWDEOH´ RU
³XQUHOLDEOH´ LQFRPH UHVXOWHG LQ WKHVH ZRPHQ EHLQJ GHQLHG HTXDO
DFFHVV WR FUHGLW VROHO\ EHFDXVH RI WKLV LQFRPH VRXUFH 7KH EODQNHW
UHIXVDO WR FRQVLGHU VXSSRUW SD\PHQWV ZLWKRXW DQDO\]LQJ WKH H[WHQW WR
ZKLFK UHFHLSW RI LW FUHDWHG D FUHGLW ULVN GLVSURSRUWLRQDWHO\ EXUGHQHG
ZRPHQ
:RPHQ HQFRXQWHUHG VLPLODU DFFHVV WR FUHGLW SUREOHPV GXH WR
OHQGHU SROLFLHV DQG SUDFWLFHV UHJDUGLQJ LQFRPH GHULYHG IURP SDUW
WLPH HPSOR\PHQW ,Q WKH HDUO\ V ZRPHQ ZHUH WKH PDMRULW\ RI
WKH SDUWWLPH ZRUNIRUFH $QG OLNH VXSSRUW SD\PHQWV OHQGHUV
SDUWLDOO\ RU ZKROO\ GLVFRXQWHG SDUWWLPH LQFRPH EHFDXVH WKH\
FRQVLGHUHG LW DV ³XQVWDEOH´ RU ³XQUHOLDEOH´ UHJDUGOHVV RI FUHGLEOH
HYLGHQFH VKRZLQJ RWKHUZLVH :KLOH WKH SUDFWLFH RI DXWRPDWLFDOO\
GLVFRXQWLQJ RU GLVUHJDUGLQJ SDUWWLPH LQFRPH KDG D
GLVSURSRUWLRQDWHO\ KHDY\ LPSDFW RQ ZRPHQ LW DIIHFWHG PLQRULW\
 6HH HJ+HDULQJV VXSUD QRWH  DW  VWDWHPHQW RI 0DUJDUHW - *DWHV
&RGLUHFWRU &HQWHU IRU :RPHQ 3ROLF\ 6WXGLHV FLWLQJ 0DUJDUHW - *DWHV &UHGLW
'LVFULPLQDWLRQ $JDLQVW :RPHQ &DXVHV DQG 6ROXWLRQV  9$1' / 5(9 1R 
 ³7\SLFDOO\ WKH GLYRUFHG ZRPDQ KDV UHOLHG XSRQ KHU KXVEDQG¶V FUHGLW
GXULQJ KHU PDUULDJH ZKHQ VKH DSSOLHV IRU KHU RZQ FKDUJH DFFRXQWV RU D ORDQ VKH
LV DV WKH\ VD\ LQ WKH FUHGLW EXVLQHVV D ³QHZ IDFH´ ,I VKH LV QRW IXOO\ HPSOR\HG
DQG UHOLHV LQ SDUW XSRQ DOLPRQ\ RU FKLOG VXSSRUW WR PHHW WKH FUHGLWRU¶V LQFRPH
UHTXLUHPHQWV VKH ZLOO SUREDEO\ EH UHIXVHG 6XFK SD\PHQWV E\ KXVEDQGV DUH
FRQVLGHUHG XQUHOLDEOH HYHQ WKRXJK LQ DQ LQGLYLGXDO FDVH WKH\ PD\ KDYH EHHQ PDGH
UHJXODUO\ RYHU D ORQJ SHULRG RI WLPH´
 6HH *HDU\ VXSUD QRWH  DW 
 +HDULQJV VXSUD QRWH  DW  FLWLQJ 0DUJDUHW - *DWHV &UHGLW
'LVFULPLQDWLRQ $JDLQVW :RPHQ &DXVHV DQG 6ROXWLRQV  9$1' / 5(9 
 
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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 2FW  
 6HH +HDULQJV VXSUD QRWH  DW  6WDWHPHQW RI $UWKXU 6 )OHPLQJ
&KDLUPDQ 86 &RPPLVVLRQ RQ &LYLO 5LJKWV
 6HH 7D\ORU 3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ )DLU /HQGLQJ
&RPSOLDQFH VXSUD QRWH  DW ± Q 
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ZRPHQ LQ SDUWLFXODU $V RQH FRPPHQWHU QRWHG GXULQJ WKH (&2$
KHDULQJV WKH LPSDFW RI GHQ\LQJ FUHGLW WR SHUVRQV ZKR DUH QRW
JDLQIXOO\ HPSOR\HG RQ D IXOOWLPH EDVLV ZDV ³GRXEOHG IRU PLQRULW\
ZRPHQ ZKR ZHUH SHQDOL]HG EHFDXVH RI VH[ DQG WKHQ DJDLQ EHFDXVH
RI UDFH RU QDWLRQDO RULJLQ´ ,Q VXSSRUW RI WKLV REVHUYDWLRQ $UWKXU
6 )OHPPLQJ D PHPEHU RI WKH 86 &RPPLVVLRQ RQ &LYLO 5LJKWV
LQWURGXFHG GDWD DW WKH (&2$ KHDULQJV WKDW VKRZHG WKDW ³>L@Q 
RI DOO PDUULHG ZRPHQ ZLWK D KXVEDQG SUHVHQW  SHUFHQW RI ZKLWH
ZRPHQ DQG  SHUFHQW RI EODFN ZRPHQ ZRUNHG´ 6LQFH PRVW RI
WKHVH ZRPHQ ZRUNHG SDUWWLPH ZKHQ ILQDQFLDO LQVWLWXWLRQV
GLVFRXQWHG SDUWWLPH LQFRPH WKH VWDWLVWLFV VKRZHG WKDW D JUHDWHU
SURSRUWLRQ RI PLQRULW\ ZRPHQ ZHUH KDUPHG WKDQ RWKHU ZRPHQ
EHFDXVH WKHLU IDPLOLHV UHOLHG PRUH RIWHQ RQ SDUWWLPH LQFRPH
G &UHGLW +LVWRU\
%HIRUH WKH (&2$ OHQGHUV KDG FUHGLW KLVWRU\ SUDFWLFHV WKDW
QHJDWLYHO\ LPSDFWHG ZRPHQ )RU LQVWDQFH DOWKRXJK DQ DSSOLFDQW¶V
DELOLW\ WR VKRZ D VHSDUDWH SRVLWLYH KLVWRU\ RI GHEW UHSD\PHQW ZDV D
SUHUHTXLVLWH IRU REWDLQLQJ FUHGLW PDQ\ PDUULHG ZRPHQ FRXOG QRW
VDWLVI\ WKLV FULWHULRQ EHFDXVH WKH FUHGLW UHFRUGV RI PDUULHG
 ,Q UHVSRQVH WR WKH FRQJUHVVLRQDO FRQFHUQV UHJDUGLQJ WKH GLVSURSRUWLRQDWH
LPSDFW WKDW WKH GLVFRXQWLQJ RI SDUWWLPH LQFRPH KDG RQ PLQRULWLHV DQG ZRPHQ WKH
)HGHUDO 5HVHUYH %RDUG LQFRUSRUDWHG D SURYLVLRQ LQ 5HJXODWLRQ % WKDW SURKLELWV
OHQGHUV IURP GLVFRXQWLQJ LQFRPH VROHO\ EHFDXVH LW LV HDUQHG IURP SDUWWLPH
HPSOR\PHQW )XUWKHU H[SODLQLQJ WKH LPSRUWDQFH RI WKLV SURYLVLRQ WKH )HGHUDO
5HVHUYH %RDUG QRWHG WKDW EHFDXVH WKH PDMRULW\ RI WKH SDUWWLPH ZRUNIRUFH LV
IHPDOH D SUDFWLFH RI DXWRPDWLFDOO\ GLVFRXQWLQJ DOO SDUWWLPH LQFRPH KDV D
GLVSURSRUWLRQDWHO\ KHDY\ LPSDFW RQ RQH VH[ 6HH 5HJXODWLRQ %  )HG 5HJ
  2FW  WR EH FRGLILHG DW  &)5  VHH DOVR 5HJXODWLRQ
%  )HG 5HJ   ± $SU   WR EH FRGLILHG DW 
&)5 SW 
 +HDULQJV VXSUD QRWH  DW 
 ,G
 7D\ORU 3URYLQJ 5DFLDO 'LVFULPLQDWLRQ DQG 0RQLWRULQJ )DLU /HQGLQJ
&RPSOLDQFH VXSUD QRWH  DW ± 6HH DOVR &200¶1 21 &,9,/ 5,*+76
0257*$*( 021(< :+2 *(76 ,7" $ &$6( 678'< ,1 0257*$*( /(1',1* ,1
+$57)25' &211(&7,&87   ³)RU PLQRULW\ IDPLOLHV WKH >SDUWWLPH
ZRUNHU@ SHQDOW\ PD\ EH GRXEO\ VHYHUH EHFDXVH    VH[ GLVFULPLQDWLRQ FRXSOHG
ZLWK GLVFULPLQDWLRQ RQ WKH EDVLV RI UDFH    HIIHFWLYHO\ SODFHV PLQRULW\ ZRPHQ
DQG WKHLU IDPLOLHV LQ GRXEOH MHRSDUG\´
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LQGLYLGXDOV ZHUH NHSW LQ RQO\ RQH QDPH XVXDOO\ WKDW RI WKH
KXVEDQG 6KRXOG D PDUULDJH ODWHU EH GLVVROYHG HLWKHU E\
VHSDUDWLRQ GLYRUFH RU GHDWK WKH ZRPDQ ZRXOG GLVFRYHU WKDW VKH
KDG QR SULRU FUHGLW KLVWRU\ 0RUHRYHU VKH RIWHQ HQFRXQWHUHG
VLJQLILFDQW GLIILFXOW\ LQ HVWDEOLVKLQJ FUHGLW XQGHU KHU RZQ QDPH
:KHQ FUHGLWRUV GLVTXDOLILHG WKHVH ZRPHQ IRU ODFN RI D FUHGLW UHSRUW
WKH\ GLVSURSRUWLRQDWHO\ GHSULYHG WKHP RI HTXDO FUHGLW RSSRUWXQLW\
H 1DPH &KDQJHV
%HIRUH WKH (&2$ PDQ\ OHQGHUV KDG ORDQ SROLFLHV UHJDUGLQJ D
ERUURZHU¶V QDPH FKDQJH 7KHVH OHQGHUV FXVWRPDULO\ DVNHG FUHGLW
DSSOLFDQWV WR OLVW WKH QDPHV LQ ZKLFK WKHLU SUHYLRXV DQG FXUUHQW GHEW
REOLJDWLRQV DUH KHOG 7KLV LQIRUPDWLRQ FDQ VKRZ ZKHWKHU DQ
DSSOLFDQW¶V QDPH KDV FKDQJHG RYHU WLPH 3URIHVVRU 1HLO 2
/LWWOHILHOG KDV QRWHG WKH SURIRXQG HIIHFW VRPH RI WKHVH SROLFLHV KDG
RQ ZRPHQ 7R LOOXVWUDWH WKH SRLQW KH SRVLWV WKH FDVH RI
>D@ VLQJOH ZRPDQ ZKR KDV EHHQ JDLQIXOO\ HPSOR\HG IRU D
QXPEHU RI \HDUV DQG KDV HVWDEOLVKHG FUHGLW ZLWK D QXPEHU RI
HQWHUSULVHV 6KH GHFLGHV WR JHW PDUULHG 6KH LQIRUPV KHU
FUHGLWRUV RI KHU FKDQJH RI QDPH DQG DGGUHVV 7KH UHDFWLRQ RI
KHU FUHGLWRUV LQ VXFK D VLWXDWLRQ KDV RIWHQ EHHQ SUHGLFWDEOH
LOORJLFDO DQG GHPHDQLQJ 6RPH RI WKHP LQVWDQWO\ FDQFHO WKH
DFFRXQW SHUKDSV ZLWK DQ RIIHU WR KDYH KHU KXVEDQG DSSO\ IRU
DQ DFFRXQW ZKLFK KH ZLOO EH ZLOOLQJ WR OHW KHU XVH 2WKHUV
LQIRUP KHU WKDW WKH DFFRXQW FDQ EH FRQWLQXHG RQO\ LI KHU
KXVEDQG SURYLGHV GDWD RQ KLV HFRQRPLF OLIH DQG LI KH
DVVXPHV MRLQW OLDELOLW\ E\ DGGLQJ KLV RZQ QDPH WR WKH
 6HH %XFKHU VXSUD QRWH 
 ,G
 %HIRUH WKH (&2$ ZDV HQDFWHG RQFH PDUULHG D ZRPDQ¶V DFFRXQWV ZHUH
XVXDOO\ GLVFRQWLQXHG DQG VKH ZRXOG KDYH WR UHDSSO\ LQ KHU KXVEDQG¶V QDPH $IWHU
WKH (&2$ ZKHUH VKH XQGHUJRHV D FKDQJH LQ QDPH RU PDULWDO VWDWXV WKH OHQGHU LV
SURKLELWHG IURP UHTXLULQJ WKDW VKH UHDSSO\ DQG IURP FKDQJLQJ WKH WHUPV RU
WHUPLQDWLQJ WKH DFFRXQW 6HH *DLO 5 5HL]HQVWHLQ $ )UHVK /RRN DW WKH (TXDO
&UHGLW 2SSRUWXQLW\ $FW  $.521 / 5(9  ± 
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DFFRXQW ,W JRHV ZLWKRXW VD\LQJ WKDW VLPLODU WUHDWPHQW LV QRW
DFFRUGHG WKH PDOH XSRQ KLV PDUULDJH
,QVWHDG RI FKDUDFWHUL]LQJ WKLV FDVH DV RQH WKDW LQYROYHV GLIIHUHQFH
LQ WUHDWPHQW EDVHG RQ D FKDQJH LQ PDULWDO VWDWXV LW PD\ DOVR EH
YLHZHG DV D FODVVLF FDVH RI GLVSDUDWH LPSDFW GLVFULPLQDWLRQ )RU
LQVWDQFH VXSSRVH WKH OHQGHU DUJXHV WKDW WKH DFFRXQWV RI DOO
DSSOLFDQWV ZKHWKHU PDOH RU IHPDOH DUH WHUPLQDWHG RQFH LW UHFHLYHV
LQIRUPDWLRQ UHJDUGLQJ D QDPH FKDQJH +HUH WKH DUJXPHQW LV WKDW
WKHUH LV QR GLIIHUHQFH LQ WUHDWPHQW EDVHG RQ D FKDQJH LQ PDULWDO VWDWXV
EHFDXVH D SHUVRQ¶V QDPH PD\ FKDQJH IRU UHDVRQV XQDVVRFLDWHG ZLWK
PDUULDJH ,I D FRXUW DFFHSWV WKH DUJXPHQW WKDW WKHUH LV QR GLVSDUDWH
WUHDWPHQW GLVFULPLQDWLRQ LI WKH OHQGHU WUHDWV DOLNH DOO ZKR FKDQJH
WKHLU QDPH IRU ZKDWHYHU UHDVRQ D VLQJOH ZRPDQ ZKRVH DFFRXQW LV
WHUPLQDWHG ZKHQ KHU QDPH FKDQJHV XSRQ PDUULDJH PD\ VWLOO KDYH D
GLVSDUDWH LPSDFW FODLP 6KH FDQ DUJXH WKDW EHFDXVH ZRPHQ URXWLQHO\
FKDQJH WKHLU QDPHV ZKHQ WKH\ PDUU\ DQG PHQ UDUHO\ LI HYHU GR VR
WKH SROLF\ DOPRVW H[FOXVLYHO\ SURYLGHV D EDVLV IRU OHQGHUV WR
WHUPLQDWH WKH FUHGLW RI FHUWDLQ ZRPHQ $QDO\]HG LQ WKLV PDQQHU WKH
QHJDWLYH LPSDFW RQ ZRPHQ EHFRPHV FOHDU DQG WKH OHQGHU PD\ EH
OLDEOH IRU GLVFULPLQDWLRQ LI XQDEOH WR VXIILFLHQWO\ MXVWLI\ WKH SROLF\
7KH IDFW WKDW QDPH FKDQJH DQG FKDQJH LQ PDULWDO VWDWXV DUH KHUH
LQWHUWZLQHG LOOXPLQDWHV WKH FRPSOH[LW\ WKDW LV VRPHWLPHV LQYROYHG
ZKHQ UHVROYLQJ OHQGLQJ GLVFULPLQDWLRQ FDVHV XQGHU WKH (&2$
 1HLO 2 /LWWOHILHOG 6H[%DVHG 'LVFULPLQDWLRQ DQG &UHGLW *UDQWLQJ
3UDFWLFHV  &211 / 5(9  ± 
 )RU H[DPSOH SHRSOH PD\ FKDQJH WKHLU QDPHV WR DYRLG VWDONHUV RU
KDUDVVLQJ SHUVRQV $OVR XQGHU WKH IHGHUDO LPPLJUDWLRQDQGQDWLRQDOLW\ ODZ DOLHQV
PD\ DGRSW QHZ QDPHV ZKHQ WKH\ DSSO\ IRU QDWXUDOL]DWLRQ DOORZLQJ WKHP WKH
RSSRUWXQLW\ WR DGRSW PRUH $PHULFDQL]HG QDPHV DQG LQWHJUDWH LQWR PDLQVWUHDP
VRFLHW\ )XUWKHUPRUH XQGHU WKH VWDWH ODZV DQG FRPPRQ ODZ D SHUVRQ FDQ DGRSW
DQ\ QDPH GHVLUHG IRU DQ\ UHDVRQ²HJ UHIOHFWLQJ RQH¶V WUXH LGHQWLW\ RU GLVOLNLQJ
WKH ROG QDPH²SURYLGHG WKDW WKH QHZ QDPH LV QRW LQWHQGHG WR PLVOHDG RU GRHV QRW
LQFOXGH YLROHQFH 6HH JHQHUDOO\ :K\ <RX 0LJKW :DQW WR &KDQJH <RXU 1DPH
'((' 32// 2)),&( KWWSVGHHGSROORIILFHFRPFKDQJHQDPHZK\FKDQJH\RXU
QDPH ODVW YLVLWHG $SU   OLVWLQJ D YDULHW\ RI UHDVRQV ZK\ SHRSOH FKRRVH
WR FKDQJH WKHLU QDPH
 $ VLPLODU LVVXH DURVH LQ 0LOOHU Y $PHULFDQ ([SUHVV 0LOOHU Y $PHULFDQ
([SUHVV  )G  WK &LU  ,Q WKDW FDVH 0UV 0LOOHU FODLPHG WKDW
$PHULFDQ ([SUHVV GLVFULPLQDWHG DJDLQVW KHU EHFDXVH RI KHU PDULWDO VWDWXV ZKHQ LW
FDQFHOOHG KHU VXSSOHPHQWDU\ FUHGLW FDUG DIWHU KHU KXVEDQG¶V GHDWK :KHQ KH GLHG
 -2851$/ 2) /$: $1' 32/,&<
 +LVWRU\ RI 5HJXODWLRQ %
7KH (&2$ RULJLQDOO\ JUDQWHG WKH %RDUG RI *RYHUQRUV RI WKH
)HGHUDO 5HVHUYH ³)HG´ WKH DXWKRULW\ WR SURPXOJDWH WKH (&2$¶V
LPSOHPHQWLQJ UHJXODWLRQ 2QH \HDU DIWHU WKH VWDWXWH¶V HQDFWPHQW
WKH )HG SXEOLVKHG 5HJXODWLRQ % )URP WKH EHJLQQLQJ WKH )HG
LQWHUSUHWHG WKH VWDWXWH WR DXWKRUL]H GLVSDUDWH LPSDFW FODLPV
,QGHHG VHYHUDO 5HJXODWLRQ % SURYLVLRQV FKDOOHQJH OHQGHU SROLFLHV
DQG SUDFWLFHV WKDW GLVSURSRUWLRQDWHO\ KDUPHG ZRPHQ EHIRUH
&RQJUHVV SDVVHG WKH (&2$ )RU H[DPSOH XQGHU 5HJXODWLRQ %
6HFWLRQ E FUHGLWRUV ³PD\ FRQVLGHU WKH DPRXQW DQG
SUREDEOH FRQWLQXDQFH RI DQ\ LQFRPH´ EXW PXVW WUHDW DOLPRQ\ FKLOG
VXSSRUW DQG VHSDUDWH PDLQWHQDQFH SD\PHQWV DV D VXIILFLHQW LQFRPH
VRXUFH 7KLV PHDQV WKDW FUHGLWRUV FDQ QR ORQJHU GLVFRXQW RU
KHU VWDWXV FKDQJHG IURPPDUULHG WR ZLGRZHG +RZHYHU $PHULFDQ ([SUHVV DUJXHG
WKDW LWV QHXWUDO SROLF\ RI WHUPLQDWLQJ DOO VXSSOHPHQWDU\ FDUGV XSRQ WKH GHDWK RI WKH
EDVLF FDUGKROGHU ZDV QRW GLVFULPLQDWRU\ LQ PRWLYH RU HIIHFW 6WDWHG GLIIHUHQWO\
$PH[ FODLPHG WKDW LWV XQLIRUP SROLF\ RI FDQFHOOLQJ DOO VXSSOHPHQWDU\ FDUGV
ZKHWKHU WKH KROGHUV ZHUH ZLGRZ ZLGRZHU VLEOLQJ RU FKLOG ZDV QHLWKHU GLVSDUDWH
WUHDWPHQW QRU GLVSDUDWH LPSDFW GLVFULPLQDWLRQ $OWKRXJK WKH PDMRULW\ KHOG WKDW
$PH[ HQJDJHG LQ GLVSDUDWH WUHDWPHQW GLVFULPLQDWLRQ D YLJRURXV GLVVHQW
FKDOOHQJHG WKDW KROGLQJ ZLWK RQH GLVVHQWLQJ MXGJH RSLQLQJ WKDW WKH EHWWHU ZD\ WR
GHFLGH WKH FDVH ZRXOG KDYH EHHQ XQGHU WKH GLVSDUDWH LPSDFW DQDO\WLFDO IUDPHZRUN
7KLV MXGJH QRWHG WKDW 0UV 0LOOHU FRXOG KDYH FKDOOHQJHG $PH[¶V SUDFWLFH ³RQ WKH
JURXQG WKDW WKRXJK QHXWUDO RQ LWV IDFH DQG DV DSSOLHG LW KDV D GLVSURSRUWLRQDWH
LPSDFW RQ ZRPHQ ZKRVH PDULWDO VWDWXV FKDQJHV DV D UHVXOW RI WKH GHDWK RI WKH EDVLF
FDUGKROGHU´ ,G DW  Q 
  &)5   
 5HJXODWLRQ %  )HG 5HJ  2FW   WR EH FRGLILHG DW 
&)5 SW 
 6HH HJ LG DW   GLVFXVVLQJ WKH GLVSDUDWH LPSDFW RQ VH[ UHVXOWLQJ
IURP WKH SUDFWLFH RI DXWRPDWLFDOO\ GLVFRXQWLQJ DOO SDUWWLPH LQFRPH DQG WKH
GLVSDUDWH LPSDFW RQ ZRPHQ UHVXOWLQJ IURP WKH QDPH FKDQJH UHTXLUHPHQW 6HH
DOVR (TXDO &UHGLW 2SSRUWXQLW\  )HG 5HJ  ± -XO\ 
WR EH FRGLILHG DW  &)5 SW  H[SODLQLQJ WKDW ³WKH ZRUGV µRU UHDULQJ¶ KDYH
EHHQ DGGHG    LQ UHFRJQLWLRQ RI WKH IDFW WKDW LQTXLULHV UHJDUGLQJ WKH UHDULQJ RI
FKLOGUHQ PD\ FRQVWLWXWH DQ LQGLUHFW LQTXLU\ LQWR SODQV RU LQWHQWLRQV UHJDUGLQJ
FKLOGEHDULQJ´ ,G  D GLVFXVVLQJ WKH HIIHFW WHVW XQGHU WKH DPHQGHG
(&2$
  &)5   E 
 ,G
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GLVUHJDUG WKLV LQFRPH VRXUFH ,Q DQ HIIRUW WR HOLPLQDWH DQ\ OLQJHULQJ
HIIHFWV RI KLVWRULFDO OHQGHU ELDV DJDLQVW VXSSRUW LQFRPH 5HJXODWLRQ
% IXUWKHU VWDWHV WKDW
$ FUHGLWRU VKDOO QRW LQTXLUH ZKHWKHU LQFRPH VWDWHG LQ
DQ DSSOLFDWLRQ LV GHULYHG IURP DOLPRQ\ FKLOG
VXSSRUW RU VHSDUDWH PDLQWHQDQFH SD\PHQWV XQOHVV
WKH FUHGLWRU GLVFORVHV WR WKH DSSOLFDQW WKDW VXFK
LQFRPH QHHG QRW EH UHYHDOHG LI WKH DSSOLFDQW GRHV QRW
ZDQW WKH FUHGLWRU WR FRQVLGHU LW LQ GHWHUPLQLQJ WKH
DSSOLFDQW¶V FUHGLWZRUWKLQHVV
7KXV WKH SURYLVLRQ DOORZV ZRPHQ WR GHFLGH IRU WKHPVHOYHV LI
WKH\ ZDQW WR LQIRUP OHQGHUV WKDW WKH\ DUH VXSSRUW SD\PHQW UHFLSLHQWV
RU ZDQW WKHP WR FRQVLGHU WKLV LQFRPH ZKHQ WKH\ DSSO\ IRU FUHGLW )RU
WKRVH ZKR FKRRVH WR UHO\ RQ WKLV LQFRPH 5HJXODWLRQ % IXUWKHU
UHTXLUHV FUHGLWRUV WR ³FRQVLGHU VXFK SD\PHQWV DV LQFRPH WR WKH
H[WHQW WKDW WKH\ DUH OLNHO\ WR EH FRQVLVWHQWO\ PDGH´ ,Q RWKHU
ZRUGV OHQGHUV DUH WR WUHDW VXSSRUW LQFRPH OLNH RWKHU OHJLWLPDWH
LQFRPH VRXUFHV
7KH )HG DOVR LQFOXGHG SURYLVLRQV LQ 5HJXODWLRQ % WKDW LQIRUPHG
OHQGHUV RQ KRZ WR HYDOXDWH FUHGLW KLVWRULHV ZLWKRXW
GLVSURSRUWLRQDWHO\ LPSDFWLQJ ZRPHQ 6HFWLRQ E LV
LOOXVWUDWLYH ,W UHTXLUHV FUHGLWRUV ZKR HYDOXDWH FUHGLW UHSRUWV WR
HYDOXDWH WKH KLVWRU\ RI DFFRXQWV ³GHVLJQDWHG DV DFFRXQWV WKDW WKH
DSSOLFDQW DQG WKH DSSOLFDQW¶V VSRXVH DUH SHUPLWWHG WR XVH RU IRU
ZKLFK ERWK DUH FRQWUDFWXDOO\ OLDEOH´ $GGLWLRQDOO\ LW UHTXLUHV
FUHGLWRUV WR FRQVLGHU ³DQ\ LQIRUPDWLRQ WKH DSSOLFDQW PD\ SUHVHQW WKDW
WHQGV WR LQGLFDWH WKH FUHGLW KLVWRU\    GRHV QRW DFFXUDWHO\ UHIOHFW WKH
DSSOLFDQW¶V FUHGLWZRUWKLQHVV´ $V D UHVXOW QRW RQO\ GRHV WKH
UHJXODWLRQ DOORZ PDUULHG GLYRUFHG DQG VHSDUDWHG ZRPHQ WR
DXWRPDWLFDOO\ KDYH WKHLU RZQ LQGLYLGXDO FUHGLW UHSRUWV WKH\ DUH DOVR
SHUPLWWHG WR GLVFRQQHFW WKHPVHOYHV IURP D VSRXVH¶V QHJDWLYH FUHGLW
UHSRUW WKDW GRHV QRW DFFXUDWHO\ UHIOHFW WKHLU FUHGLW EHKDYLRU
)XUWKHUPRUH ZLWK UHVSHFW WR FUHGLW KLVWRULHV RI PDUULHG DSSOLFDQWV
 ,G   G
 ,G  D E
 ,G   E
 ,G   EL
 ,G   ELL
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HVWDEOLVKHG DIWHU 5HJXODWLRQ %¶V HIIHFWLYH GDWH WKH UHJXODWLRQ
UHTXLUHV FUHGLWRUV WR GHVLJQDWH ³>D@Q\ QHZ DFFRXQW WR UHIOHFW WKH
SDUWLFLSDWLRQ RI ERWK VSRXVHV LI WKH DSSOLFDQW¶V VSRXVH LV SHUPLWWHG
WR XVH RU IRU ZKLFK ERWK DUH FRQWUDFWXDOO\ OLDEOH´ %\ UHPRYLQJ
WKH DGYHUVH HIIHFWV RI OHQGHU SROLFLHV SHUWDLQLQJ WR FUHGLW KLVWRULHV
6HFWLRQ  UHPRYHG D PDMRU REVWDFOH WKDW SUHYLRXVO\ KLQGHUHG
FUHGLW DYDLODELOLW\ IRU ZRPHQ
$QRWKHU SURYLVLRQ WKDW WKH )HG LQFOXGHG ZKHQ LW ILUVW GUDIWHG
5HJXODWLRQ % SHUWDLQV WR WHOHSKRQH OLVWLQJV 6HFWLRQ E
H[SUHVVO\ SURKLELWV FUHGLWRUV IURP FRQVLGHULQJ ³ZKHWKHU WKHUH LV D
WHOHSKRQH OLVWLQJ LQ WKH QDPH RI DQ DSSOLFDQW IRU FRQVXPHU FUHGLW´
+RZHYHU WKLV SURYLVLRQ GRHV QRW EDU OHQGHUV IURP FRQVLGHULQJ
³ZKHWKHU WKHUH LV D WHOHSKRQH LQ WKH DSSOLFDQW¶V UHVLGHQFH´ :KLOH
WKH ZLGHVSUHDG XVH RI LQGLYLGXDO FHOO SKRQHV PDNHV WKLV SURYLVLRQ
YLUWXDOO\ REVROHWH WRGD\ EHIRUH  D WHOHSKRQH OLVWLQJ WKDW ZDV QRW
LQ WKH DSSOLFDQW¶V QDPH FRXOG QHJDWLYHO\ DIIHFW D PDUULHG ZRPDQ¶V
FUHGLW VFRUH
5HJXODWLRQ % DOVR IRFXVHV RQ OHQGHU SROLFLHV DQG SUDFWLFHV
DVVRFLDWHG ZLWK FKLOGUHDULQJ )RU LQVWDQFH WKH )HG¶V UHJXODWRU\
JXLGDQFH RQ FKLOGUHDULQJ VWDWHV
,Q HYDOXDWLQJ FUHGLWZRUWKLQHVV D FUHGLWRU VKDOO QRW
PDNH DVVXPSWLRQV RU XVH DJJUHJDWH VWDWLVWLFV UHODWLQJ
WR WKH OLNHOLKRRG WKDW DQ\ FDWHJRU\ RI SHUVRQV ZLOO   
UHDU FKLOGUHQ RU ZLOO IRU WKDW UHDVRQ UHFHLYH
GLPLQLVKHG RU LQWHUUXSWHG LQFRPH LQ WKH IXWXUH
7KH )HG ILUVW SURSRVHG WR EDQ DOO TXHVWLRQV DQG FRQVLGHUDWLRQV
UHJDUGLQJ FKLOGUHDULQJ +RZHYHU XSRQ UHIOHFWLRQ LW UHFRJQL]HG
WKDW OHQGHUV PD\ KDYH OHJLWLPDWH FRQFHUQV LQ WKLV DUHD )RU LQVWDQFH
ERUURZHUV ZKR SODQ WR VXSSRUW FKLOGUHQ LQ FROOHJH RU ZKR SD\ FKLOG
FDUH H[SHQVHV ZLOO KDYH OHVV GLVSRVDEOH LQFRPH WR UHSD\ WKHLU GHEWV
7R EDODQFH WKHVH FRQFHUQV ZLWK IDLU FUHGLW REMHFWLYHV WKH )HG
GHOHWHG WKH SURSRVHG EDQ IURP WKH ILQDO UHJXODWLRQ DQG DOORZHG
 ,G   D
 ,G   E
 ,G
 ,G DW   E
 6HH 3URSRVHG 5HJXODWLRQ % ,PSOHPHQWLQJ WKH  (TXDO &UHGLW
2SSRUWXQLW\ $FW  )HG 5HJ   $SU   WR EH FRGLILHG DW
 &)5 SW 
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
FUHGLWRUV WR DVN SHUWLQHQW TXHVWLRQV SHUWDLQLQJ WR UDLVLQJ FKLOGUHQ
VXFK DV DQ DSSOLFDQW¶V LQWHQWLRQV UHJDUGLQJ GD\FDUH DUUDQJHPHQWV
RU LQWHQWLRQV UHJDUGLQJ WKH ILQDQFLQJ RI D FKLOG¶V FROOHJH HGXFDWLRQ
SURYLGHG WKDW PHQ DV ZHOO DV ZRPHQ DUH DVNHG WKHVH TXHVWLRQV
%HFDXVH RI SDVW ELDV DJDLQVW ZRPHQ ZLWK FKLOGUHQ 5HJXODWLRQ %
LPSOLHV WKDW OHQGHUV FDQQRW DVN DSSOLFDQWV WR OLVW WKH QXPEHU DQG DJHV
RI WKHLU ³FKLOGUHQ´ ,QVWHDG WKH 5HJXODWLRQ VWDWHV WKDW ³D FUHGLWRU
PD\ LQTXLUH DERXW WKH QXPEHU DQG DJHV RI DQ DSSOLFDQW¶V
GHSHQGHQWV    ´
7KH OHQGLQJ HQYLURQPHQW WKDW SUHGDWHG WKH (&2$ ZDV
GLVSURSRUWLRQDWHO\ IDYRUDEOH WR PHQ 7KH KLVWRULFDO FRQWH[W RI WKH
VWDWXWH VXJJHVWV WKDW &RQJUHVV VRXJKW WR FKDQJH WKH FOLPDWH IRU
ZRPHQ ZKHQ LW SDVVHG OHJLVODWLRQ WKDW PDNHV LW LOOHJDO IRU OHQGHUV WR
GLVFULPLQDWH EHFDXVH RI DQ DSSOLFDQW¶V VH[ RU PDULWDO VWDWXV 7R
IDFLOLWDWH WKH FKDQJH LW EHOLHYHG &RQJUHVV GHVLUHG WKH )HG
LPPHGLDWHO\ LQWHUSUHWHG WKH (&2$ LQ D PDQQHU WKDW UHPRYHG
LQWHQWLRQDO DQG XQLQWHQWLRQDO EDUULHUV WKDW LPSHGHG HTXDO DFFHVV WR
FUHGLW IRU ZRPHQ EHIRUH  *LYHQ WKH YDULHW\ RI OHQGHU SROLFLHV
DQG SUDFWLFHV WKDW DGYHUVHO\ DIIHFWHG ZRPHQ EHIRUH WKH VWDWXWH¶V
HQDFWPHQW LW VHHPV WKDW WKH )HG JRW LW ULJKW DQG FRUUHFWO\ XQGHUVWRRG
WKDW &RQJUHVV LQWHQGHG IRU WKH (&2$ WR DXWKRUL]H GLVSDUDWH LPSDFW
OLDELOLW\ ,QGHHG LW LV GLIILFXOW WR IDWKRP WKDW &RQJUHVV ZRXOG KDYH
LQWHQGHG IRU WKH SUDFWLFHV PHQWLRQHG LQ WKH SUHYLRXV VHFWLRQ WR
FRQWLQXH DIWHU LW HQDFWHG OHJLVODWLRQ WR PDNH FUHGLW HTXDOO\ DYDLODEOH
WR TXDOLILHG DSSOLFDQWV UHJDUGOHVV RI VH[ DQG PDULWDO VWDWXV 7KLV
REVHUYDWLRQ LV QRW PHDQW WR GLVSXWH WKH REYLRXV DSSHDO RI WKH
GLVSDUDWH WUHDWPHQW PHWKRG RI SURYLQJ GLVFULPLQDWLRQ WKDW IRFXVHV
RQ HYLGHQFH RI WKH OHQGHU¶V LQWHQW WR GLVFULPLQDWH :KHQ VXFK
HYLGHQFH H[LVWV GLVSDUDWH LPSDFW WKHRU\ EHFRPHV REVROHWH
$OWKRXJK WKH GLVSDUDWH WUHDWPHQW WKHRU\ KDV PHULW LW LV KDUG WR
GHIHQG LWV H[FOXVLYH XVH LQ (&2$ FDVHV JLYHQ WKDW LW ZLOO QRW
VXIILFLHQWO\ DVVLVW PDQ\ RI WKH PRVW YXOQHUDEOH PHPEHUV RI VRFLHW\
&RQJUHVV VRXJKW WR SURWHFW
  &)5   G 5HJXODWLRQ %  )HG 5HJ  
0DUFK   WR EH FRGLILHG DW &)5 SW 
   G 6HH DOVR VXSUD 6HFWLRQ ,,%E GLVFXVVLQJ WKH ZD\V
OHQGHUV ZHUH ELDVHG DJDLQVW ZRPHQ ZLWK FKLOGUHQ
   G
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$IWHU &RQJUHVV DPHQGHG WKH (&2$ LQ  DQG H[WHQGHG WKH
VWDWXWH¶V SURKLELWHG EDVHV WR LQFOXGH UDFH UHOLJLRQ QDWLRQDO RULJLQ
DQG DJH DPRQJ RWKHUV WKH )HG SURSRVHG UHYLVLRQV RI 5HJXODWLRQ %
WR LPSOHPHQW WKH DPHQGPHQWV ,QFOXGHG DPRQJ WKH SURSRVDOV
ZHUH UXOHV IRU XVH RI LQIRUPDWLRQ FUHGLWRUV REWDLQHG IURP DSSOLFDQWV
,Q LWV SUHVHQWDWLRQ RI WKH SURSRVDOV IRU SXEOLF FRPPHQW WKH )HG
QRWHG WKDW ³LQ WKH OHJLVODWLYH KLVWRU\ RI WKH DPHQGHG $FW WKH FRXUWV
DUH GLUHFWHG WR WDNH DFFRXQW RI WKH µHIIHFWV¶ WHVW GHYHORSHG LQ
HPSOR\PHQW GLVFULPLQDWLRQ FDVHV´ )XUWKHU WKH )HG LQWHUSUHWHG
WKH H[SUHVVLRQ ³HIIHFWV WHVW´ ZLWK UHVSHFW WR FUHGLW WR PHDQ
WKH XVH RI FHUWDLQ LQIRUPDWLRQ LQ GHWHUPLQLQJ
FUHGLWZRUWKLQHVV HYHQ WKRXJK VXFK LQIRUPDWLRQ LV
QRW VSHFLILFDOO\ SURVFULEHG PD\ YLRODWH WKH DPHQGHG
$FW LI WKH XVH RI WKDW LQIRUPDWLRQ KDV WKH HIIHFW RI
GHQ\LQJ FUHGLW WR D VXEVWDQWLDO SRUWLRQ RI D FODVV RI
SHUVRQV SURWHFWHG E\ WKH $FW    XQOHVV WKH FUHGLWRU
LV DEOH WR HVWDEOLVK WKDW WKH LQIRUPDWLRQ KDV D PDQLIHVW
UHODWLRQVKLS WR FUHGLWZRUWKLQHVV
6WDWHG GLIIHUHQWO\ WKH )HG LQWHUSUHWHG WKH (&2$¶V OHJLVODWLYH
KLVWRU\ WR PHDQ WKDW &RQJUHVV LQWHQGHG WKH VWDWXWH WR LQFOXGH
GLVSDUDWH LPSDFW FODLPV 7KLV LQWHUSUHWDWLRQ LV FRQVLVWHQW ZLWK KRZ
WKH )HG LQWHUSUHWHG WKH (&2$ VRRQ DIWHU &RQJUHVV HQDFWHG WKH
VWDWXWH LQ  $FFRUGLQJO\ WKH )HG¶V ILQDO UHYLVLRQV RI 5HJXODWLRQ
% WKDW LPSOHPHQW WKH  DPHQGPHQWV GHVFULEH WKH HIIHFWV WHVW
FRQFHSW WKDW VKRXOG EH DGRSWHG LQ (&2$ FDVHV 7KLV FRQFHSW LV
V\QRQ\PRXV ZLWK GLVSDUDWH LPSDFW
 3UHVV 5HOHDVH )HG 5HVHUYH %DQN RI 1< -XO\  
 ,G
 ,G
 (TXDO &UHGLW 2SSRUWXQLW\  )HG 5HJ   -XO\  
QRWLQJ WKDW 6HFWLRQ D GLVFXVVHV WKH HIIHFW WHVW XQGHU WKH DPHQGHG (&2$
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
& 7H[DV 'HSDUWPHQW RI +RXVLQJ DQG &RPPXQLW\ $IIDLUV
Y ,QFOXVLYH &RPPXQLWLHV 3URMHFW
 %DFNJURXQG
,Q ,QFOXVLYH &RPPXQLWLHV WZR ORZHU FRXUWV DQG WKH 6XSUHPH
&RXUW DGGUHVVHG ZKHWKHU WKH )DLU +RXVLQJ $FW DOORZV SODLQWLIIV WR
XVH GLVSDUDWH LPSDFW WKHRU\ WR SURYH WKHLU GLVFULPLQDWLRQ FODLPV
7KH FDVH LQYROYHG D GLVSXWH RYHU WKH GLVFULPLQDWRU\ PHWKRG WKH
7H[DV 'HSDUWPHQW RI +RXVLQJ ³WKH 'HSDUWPHQW´ XVHG WR GLVWULEXWH
IHGHUDO WD[ FUHGLWV IRU ORZLQFRPH KRXVLQJ GHYHORSPHQWV
,QFOXVLYH &RPPXQLWLHV DOOHJHG WKDW WKH IDFWRUV WKH 'HSDUWPHQW
FRQVLGHUV ZKHQ GHFLGLQJ ZKLFK GHYHORSPHQWV VKRXOG UHFHLYH WD[
FUHGLWV KDYH WKH HIIHFW RI FRQFHQWUDWLQJ ORZLQFRPH KRXVLQJ LQ
SUHGRPLQDWHO\ PLQRULW\ FRPPXQLWLHV ,W GLG QRW DOOHJH WKDW WKH
'HSDUWPHQW¶V GLVWULEXWLRQ PHWKRG ZDV SDUW RI D FRQFHUWHG HIIRUW WR
LQWHQWLRQDOO\ SHUSHWXDWH VHJUHJDWHG KRXVLQJ SDWWHUQV UDWKHU
,QFOXVLYH &RPPXQLWLHV DUJXHG WKDW WKH SODQ YLRODWHG WKH )+$
EHFDXVH RI LWV GLVSDUDWH LPSDFW RQ PLQRULW\ FRPPXQLWLHV
7KH ORZHU FRXUWV UXOHG LQ IDYRU RI WKH SODLQWLII RQ WKH TXHVWLRQ
ZKHWKHU GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH XQGHU WKH )+$
7KH 'LVWULFW &RXUW IRU WKH 1RUWKHUQ 'LVWULFW RI 7H[DV QRW RQO\ IRXQG
WKDW ,QFOXVLYH &RPPXQLWLHV¶ XVH RI GLVSDUDWH LPSDFW WKHRU\ FUHDWHG
D YDOLG )+$ FODLP LW DOVR LVVXHG D UHPHGLDO RUGHU WR DPHOLRUDWH WKH
GLVFULPLQDWRU\ HIIHFWV RI WKH 'HSDUWPHQW¶V PHWKRG IRU GHWHUPLQLQJ
ZKLFK GHYHORSPHQWV ZRXOG UHFHLYH WD[ FUHGLWV 7KXV WKH RUGHU
FRQWDLQHG DGGLWLRQDO IDFWRUV WKH 'HSDUWPHQW PXVW FRQVLGHU DV SDUW RI
LWV WD[FUHGLW FULWHULD 7KH )LIWK &LUFXLW DJUHHG WKDW ,QFOXVLYH
&RPPXQLWLHV SUHVHQWHG D FRJQL]DEOH GLVSDUDWH LPSDFW FODLP
1HYHUWKHOHVV LW UHYHUVHG DQG UHPDQGHG WKH FDVH EHFDXVH LW EHOLHYHG
 7H[ 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW ,QF
 6 &W   
 ,G DW ±
 ,G DW 
 6HH LG
 ,G DW 
 ,G DW 
 ,G
 ,G DW 
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WKH GLVWULFW FRXUW ZDV ZURQJ WR DGG IDFWRUV WR WKH 'HSDUWPHQW¶V WD[
FUHGLW FULWHULD DQG WKHUHIRUH GLG QRW DSSO\ WKH FRUUHFW VWDQGDUG IRU
GHWHUPLQLQJ ZKHWKHU WKH 'HSDUWPHQW¶V SROLFLHV YLRODWHG WKH )+$
7KH 'HSDUWPHQW SHWLWLRQHG IRU DQG WKH 6XSUHPH &RXUW JUDQWHG
FHUWLRUDUL RQ WKH VROH TXHVWLRQ RI ZKHWKHU GLVSDUDWH LPSDFW FODLPV
DUH FRJQL]DEOH XQGHU WKH )+$
 7KH &RXUW¶V 2SLQLRQ
:ULWLQJ IRU WKH &RXUW¶V PDMRULW\ -XVWLFH .HQQHG\ KHOG WKDW
GLVSDUDWH LPSDFW FODLPV DUH LQGHHG FRJQL]DEOH XQGHU WKH )+$
7KH &RXUW JURXQGHG LWV GHFLVLRQ LQ WKH )+$¶V WH[W DQG WKH VWDWXWH¶V
FOHDU FRQJUHVVLRQDO LQWHQW 1HDU WKH HQG RI WKH RSLQLRQ WKH &RXUW
QRWHG WKDW WKH SROLFLHV EHKLQG WKH )+$ DOVR VXSSRUW GLVSDUDWH LPSDFW
OLDELOLW\ /RRNLQJ ILUVW WR WKH WH[W RI WKH VWDWXWH WKH &RXUW FRPSDUHG
6HFWLRQV D DQG D RI WKH )+$ WR 6HFWLRQ D RI 7LWOH
9,, RI WKH  &LYLO 5LJKWV $FW DQG 6HFWLRQ D RI WKH $'($




 ,G DW 
 ,G DW ±
 )+$ PDNHV LW XQODZIXO WR ³UHIXVH WR VHOO RU UHQW    RU RWKHUZLVH PDNH
XQDYDLODEOH RU GHQ\ D GZHOOLQJ WR D SHUVRQ EHFDXVH RI UDFH FRORU UHOLJLRQ VH[
IDPLOLDO VWDWXV RU QDWLRQDO RULJLQ´ RU ³WR GLVFULPLQDWH DJDLQVW DQ\ SHUVRQ LQ´
PDNLQJ FHUWDLQ UHDOHVWDWH WUDQVDFWLRQV ³EHFDXVH RI UDFH FRORU UHOLJLRQ VH[
KDQGLFDS IDPLOLDO VWDWXV RU QDWLRQDO RULJLQ´ )DLU +RXVLQJ $FW  86& 
± 
 6HFWLRQ  RI 7LWOH 9,, PDNHV LW XQODZIXO WR ³IDLO RU UHIXVH WR KLUH RU WR
GLVFKDUJH DQ\ LQGLYLGXDO RU RWKHUZLVH WR GLVFULPLQDWH DJDLQVW DQ\ LQGLYLGXDO ZLWK
UHVSHFW WR KLV FRPSHQVDWLRQ WHUPV FRQGLWLRQV RU SULYLOHJHV RI HPSOR\PHQW
EHFDXVH RI VXFK LQGLYLGXDO¶V UDFH FRORU UHOLJLRQ VH[ RU QDWLRQDO RULJLQ´ &LYLO
5LJKWV $FW RI   86&  H 
 6HFWLRQ D RI WKH $'($ PDNHV LW XQODZIXO IRU DQ HPSOR\HU WR
³GLVFULPLQDWH DJDLQVW DQ\ LQGLYLGXDO UHVSHFW WR KLV´ HPSOR\PHQW FRQGLWLRQV
³EHFDXVH RI VXFK LQGLYLGXDO¶V DJH´ $JH 'LVFULPLQDWLRQ LQ (PSOR\PHQW $FW RI
 $'($  86&  D 
 ,QFOXVLYH &PW\V  6 &W DW ± 6HH DOVR 6PLWK Y &LW\ RI
-DFNVRQ  86    ³7KXV WKH WH[W IRFXVHV RQ WKH HIIHFWV >VLF@ RI
WKH DFWLRQ RQ WKH HPSOR\HH UDWKHU WKDQ WKH PRWLYDWLRQ IRU WKH DFWLRQ RI WKH
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
7KH &RXUW GHWHUPLQHG WKDW WKH ODQJXDJH RI DOO WKUHH VWDWXWHV
LQFOXGHV UHVXOWVEDVHG FDWFKDOOV WKDW VXSSRUW GLVSDUDWH FODLPV
7LWOH 9,, PDNHV LW XQODZIXO IRU DQ HPSOR\HU ³WR OLPLW VHJUHJDWH RU
FODVVLI\ KLV HPSOR\HHV RU DSSOLFDQWV IRU HPSOR\PHQW LQ DQ\ ZD\
ZKLFK ZRXOG GHSULYH RU WHQG WR GHSULYH DQ\ LQGLYLGXDO RI
HPSOR\PHQW RSSRUWXQLWLHV    EHFDXVH RI VXFK LQGLYLGXDO¶V UDFH
FRORU UHOLJLRQ VH[ RU QDWLRQDO RULJLQ´ 3UHYLRXVO\ WKH &RXUW KHOG
LQ *ULJJV Y 'XNH 3RZHU &RPSDQ\ WKDW XQGHU 7LWOH 9,, DEVHQFH RI
GLVFULPLQDWRU\ LQWHQW GRHV QRW UHGHHP HPSOR\PHQW SURFHGXUHV RU
WHVWLQJ PHFKDQLVPV WKDW RSHUDWH DV ³EXLOWLQ KHDGZLQGV IRU PLQRULW\
JURXSV DQG DUH XQUHODWHG WR PHDVXULQJ MRE FDSDELOLW\´ EHFDXVH
³&RQJUHVV GLUHFWHG WKH WKUXVW RI WKH $FW WR WKH FRQVHTXHQFHV RI
HPSOR\PHQW SUDFWLFHV QRW VLPSO\ WR PRWLYDWLRQ´
7KH $'($ LQ ODQJXDJH DOPRVW LGHQWLFDO WR 7LWOH 9,, PDNHV LW
XQODZIXO IRU DQ HPSOR\HU ³WR OLPLW VHJUHJDWH RU FODVVLI\ KLV
HPSOR\HHV LQ DQ\ ZD\ ZKLFK ZRXOG GHSULYH RU WHQG WR GHSULYH DQ\
LQGLYLGXDO RI HPSOR\PHQW RSSRUWXQLWLHV    EHFDXVH RI VXFK
LQGLYLGXDO¶V DJH´ ,Q 6PLWK Y -DFNVRQ D SOXUDOLW\ RI D GLYLGHG
&RXUW GHWHUPLQHG WKDW WKH $'($ DOORZV GLVSDUDWH LPSDFW FODLPV
7KH SOXUDOLW\ RSLQLRQ UHOLHG RQ *ULJJV DQG WKH VLPLODULW\ EHWZHHQ
WKH ODQJXDJH RI 7LWOH 9,, DQG WKH $'($ QRWLQJ WKDW ERWK VWDWXWHV
IRFXV ³RQ WKH HIIHFWV RI WKH DFWLRQ RQ WKH HPSOR\HH UDWKHU WKDQ WKH
PRWLYDWLRQ IRU WKH DFWLRQ RI WKH HPSOR\HU´
8VLQJ WKLV UHDVRQLQJ WKH &RXUW ORRNHG WR WKH VLPLODULWLHV
EHWZHHQ WKH ODQJXDJH LQ WKH )+$ 7LWOH 9,, DQG WKH $'($ WR
HPSOR\HU´ *ULJJV Y 'XNH 3RZHU &R  86    ³&RQJUHVV
GLUHFWHG WKH WKUXVW RI WKH $FW WR WKH FRQVHTXHQFHV RI HPSOR\PHQW SUDFWLFHV QRW
VLPSO\ WKH PRWLYDWLRQ´
 ,QFOXVLYH &PW\V  6 &W DW 
 7LWOH 9,, RI WKH &LYLO 5LJKWV $FW 7LWOH 9,,  86&  HD
HPSKDVLV DGGHG
 *ULJJV  86 DW   7KH &RXUW GLG QRW DQDO\]H 7LWOH 9,,¶V
ODQJXDJH LQ VXSSRUW RI WKLV FRQFOXVLRQ EXW LW GLG TXRWH 6HFWLRQ D LQ D
IRRWQRWH ,G DW  Q
  86&  D HPSKDVLV DGGHG
 6PLWK Y &LW\ RI -DFNVRQ  86    SOXUDOLW\ RSLQLRQ
-XVWLFH 6FDOLD FRQFXUUHG LQ WKH MXGJPHQW RSLQLQJ WKDW WKH $'($ ZDV DPELJXRXV
DQG WKH &RXUW VKRXOG WKXV GHIHU WR WKH (TXDO (PSOR\PHQW 2SSRUWXQLW\
&RPPLVVLRQ¶V LQWHUSUHWDWLRQ RI WKH $'($ 6HH LG DW  6FDOLD - FRQFXUULQJ
 ,G DW ±
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FRQFOXGH WKDW WKH )+$ PXVW DOVR DOORZ GLVSDUDWH LPSDFW FODLPV
7KH UHOHYDQW SRUWLRQ RI WKH )+$ PDNHV LW XQODZIXO ³>W@R UHIXVH WR
VHOO RU UHQW DIWHU WKH PDNLQJ RI D ERQD ILGH RIIHU RU WR UHIXVH WR
QHJRWLDWH IRU WKH VDOH RU UHQWDO RI RU RWKHUZLVH PDNH XQDYDLODEOH RU
GHQ\ D GZHOOLQJ WR DQ\ SHUVRQ EHFDXVH RI UDFH FRORU UHOLJLRQ VH[
IDPLOLDO VWDWXV RU QDWLRQDO RULJLQ´ 7KH &RXUW GHWHUPLQHG WKDW WKH
SKUDVH ³RWKHUZLVH PDNH XQDYDLODEOH´ ZDV WKH IXQFWLRQDO HTXLYDOHQW
RI ³RWKHUZLVH DGYHUVHO\ DIIHFW´ ZKLFK DSSHDUV LQ ERWK WKH 7LWOH 9,,
DQG WKH $'($ EHFDXVH ERWK SKUDVHV ³ORRN WR WKH UHVXOWV´ DQG ³VHUYH
DV FDWFKDOO SKUDVHV´ 7KH &RXUW MXVWLILHG WKH GLIIHUHQFHV LQ WKH
SKUDVHV DV JUDPPDWLFDOO\ QHFHVVDU\ LQ WKH FRQWH[W RI WKH VHQWHQFH
7KH &RXUW QH[W ORRNHG WR WKH )+$¶V OHJLVODWLYH KLVWRU\ DQG
GHWHUPLQHG WKDW WKH FOHDU FRQJUHVVLRQDO LQWHQW ZDV IRU WKH )+$ WR
LQFOXGH GLVSDUDWH LPSDFW FODLPV $ORQJ WKHVH OLQHV WKH &RXUW
GLVFXVVHG WKH )+$¶V  DPHQGPHQWV $W WKH WLPH RI WKH
DPHQGPHQWV HYHU\ IHGHUDO &RXUW RI $SSHDOV WR KDYH FRQVLGHUHG
ZKHWKHU GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH XQGHU WKH )+$ KDG
GHWHUPLQHG WKDW WKH\ ZHUH DQG &RQJUHVV FRQVLGHUHG EXW GHFLGHG
DJDLQVW DPHQGLQJ WKH )+$ WR IRUHFORVH GLVSDUDWH LPSDFW OLDELOLW\
7KH &RXUW DSSOLHG WKH LPSOLFLW UDWLILFDWLRQ GRFWULQH RI VWDWXWRU\
LQWHUSUHWDWLRQ DQG FRQFOXGHG WKDW &RQJUHVV PXVW KDYH LQWHQGHG IRU
WKH )+$ WR UHFRJQL]H GLVSDUDWH LPSDFW FODLPV EHFDXVH ³>L@I D ZRUG
RU SKUDVH KDV EHHQ JLYHQ D XQLIRUP LQWHUSUHWDWLRQ E\ LQIHULRU FRXUWV
D ODWHU YHUVLRQ RI WKDW DFW SHUSHWXDWLQJ WKH ZRUGLQJ LV SUHVXPHG WR
FDUU\ IRUZDUG WKDW LQWHUSUHWDWLRQ´
 7H[ 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW ,QF
 6 &W   
 )DLU +RXVLQJ $FW )+$  86&  D  HPSKDVLV DGGHG
 ,QFOXVLYH &PW\V  6 &W DW 
 ,G 7KH GLVVHQW DUJXHG WKDW ³EHFDXVH RI´ LV WKH )+$¶V RSHUDWLYH SKUDVH
WKH SODLQ PHDQLQJ RI ZKLFK OLPLWV WKH )+$ WR GLVSDUDWH WUHDWPHQW FODLPV ,G DW
± $OLWR - GLVVHQWLQJ 7KH PDMRULW\ GLVPLVVHG WKLV FRQFHUQ E\ QRWLQJ WKDW
WKH SKUDVH ³EHFDXVH RI´ DOVR DSSHDUV LQ 7LWOH 9,, DQG WKH $'($ EXW SHU *ULJJV
DQG 6PLWK GRHV QRW UHVWULFW 7LWOH 9,, DQG WKH $'($ WR GLVSDUDWH WUHDWPHQW FODLPV
WKXV LW OLNHZLVH PXVW QRW UHVWULFW WKH )+$ WR GLVSDUDWH WUHDWPHQW FODLPV ,G DW

 ,G DW ±
 ,G DW ±
 ,G DW  TXRWLQJ $1721,1 6&$/,$ 	 %5<$1 $ *$51(5 5($',1*
/$: 7+( ,17(535(7$7,21 2) /(*$/ 7(;76   HOOLSVHV RPLWWHG 7KH
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7KH &RXUW IXUWKHU QRWHG WKDW WKH  DPHQGPHQWV LQFOXGHG
WKUHH H[HPSWLRQV WKDW ZRXOG EH VXSHUIOXRXV ZLWKRXW UHDGLQJ WKH
)+$ WR LQFOXGH GLVSDUDWH LPSDFW OLDELOLW\ 7KH DPHQGPHQWV
GHFODUHG WKDW WKH )+$ GRHV QRW  SURKLELW DSSUDLVHUV IURP
LQFOXGLQJ DQ\ IDFWRUV QRW H[SOLFLWO\ SURWHFWHG LQ WKH )+$ LQ WKHLU
DSSUDLVDOV  SURKLELW WKH GLVSDUDWH WUHDWPHQW RI GUXJ FRQYLFWV RU
 SURKLELW UHDVRQDEOH PD[LPXPRFFXSDQF\ UHVWULFWLRQV
%HFDXVH WKH )+$ ZRXOG SHUPLW WKLV FRQGXFW LI LW ZHUH UHVWULFWHG WR
GLVSDUDWH WUHDWPHQW OLDELOLW\ RQO\ WKH &RXUW FRQFOXGHG WKDW &RQJUHVV
PXVW KDYH XQGHUVWRRG WKH )+$ WR FUHDWH GLVSDUDWH LPSDFW OLDELOLW\
DV ZHOO DV GLVSDUDWH WUHDWPHQW
)LQDOO\ WKH &RXUW FRQFOXGHG WKDW WKH )+$¶V VWDWXWRU\ SXUSRVH
VXSSRUWV GLVSDUDWH LPSDFW OLDELOLW\ WKDW SXUSRVH EHLQJ ³WR HUDGLFDWH
GLVFULPLQDWRU\ SUDFWLFHV ZLWKLQ D VHFWRU RI WKH 1DWLRQ¶V
HFRQRP\´ 7R DFFRPSOLVK WKLV SXUSRVH WKH &RXUW QRWHG WKDW
GLVSDUDWH LPSDFW FODLPV DUH QHFHVVDU\ WR FRPEDW WKH HIIHFWV RI
H[FOXVLRQDU\ ]RQLQJ SUDFWLFHV GLVFULPLQDWRU\ RUGLQDQFHV WKDW EDU
WKH FRQVWUXFWLRQ RI FHUWDLQ W\SHV RI KRXVLQJ XQLWV DV ZHOO DV
³XQFRQVFLRXV SUHMXGLFHV DQG GLVJXLVHG DQLPXV WKDW HVFDSH HDV\
FODVVLILFDWLRQ DV GLVSDUDWH WUHDWPHQW´
7KH &RXUW¶V GHFLVLRQ LQ ,QFOXVLYH &RPPXQLWLHV GHPRQVWUDWHV
WKDW WKH 6XSUHPH &RXUW GRHV QRW WKLQN WKDW D WH[WXDO DQDO\VLV LV
GLVSRVLWLYH WR UHVROXWLRQ RI WKH LVVXH RI ZKHWKHU D VWDWXWH DXWKRUL]HV
GLVSDUDWH LPSDFW OLDELOLW\ ,QVWHDG WKH &RXUW¶V XVH RI D WKUHHIDFWRU
WHVW²WKH VWDWXWH¶V WH[W KLVWRULFDO EDFNJURXQG DQG SROLF\
LPSOLFDWLRQV²VXJJHVWV WKH FRQWUDU\ $OWKRXJK WKH &RXUW IRFXVHG
GLVVHQW UHMHFWHG WKLV ³LPSOLFLW UDWLILFDWLRQ´ WKHRU\ DUJXLQJ WKDW LW FDQ RQO\ DSSO\
ZKHQ WKH OHJDO TXHVWLRQ FDQ EH UHJDUGHG DV VHWWOHG ZKLFK WKH GLVVHQW DUJXHG ZDV
QRW WKH FDVH LQ  EHFDXVH WKH 8QLWHG 6WDWHV KDG WDNHQ D FRQWUDU\ SRVLWLRQ DQG
WKH 6XSUHPH &RXUW KDG QRW VSRNHQ RQ WKH LVVXH ,G DW  $OLWR - GLVVHQWLQJ
 ,G DW 
 ,G DW  Q 
 6HH LG DW  )RU LWV SDUW WKH GLVVHQW DUJXHG WKDW WKHVH H[HPSWLRQV ZHUH
DW PRVW UHIOHFWLYH RI D FRPSURPLVH EHWZHHQ OHJLVODWRUV ZKR ZHUH VDWLVILHG ZLWK
WKH &RXUWV¶ RI $SSHDOV UHDGLQJ RI WKH )+$ DQG WKRVH ZKR ZHUH QRW ,G DW 
7KRPDV - GLVVHQWLQJ
 ,G DW 
 ,G 7KH &RXUW FRQFOXGHG LWV RSLQLRQ ZLWK D OHQJWK\ GLVFXVVLRQ RI WKH OLPLWV
RI GLVSDUDWH LPSDFW OLDELOLW\ ,G DW  7KLV GLVFXVVLRQ LV EH\RQG WKH VFRSH RI
WKLV $UWLFOH
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PRUH KHDYLO\ RQ WKH ODQJXDJH RI WKH )+$ LW LV D PLVWDNH WR WKLQN
WKDW WKH &RXUW ZDV VRPHKRZ LQGLFDWLQJ WKDW WKH VWDWXWH¶V KLVWRULFDO
LQIRUPDWLRQ DQG SROLF\ FRQVLGHUDWLRQV ZHUH PHUHO\ LQFLGHQWDO WR LWV
GHFLVLRQ ,PSRUWDQWO\ WKH &RXUW¶V DQDO\VLV RI DOO WKUHH IDFWRUV EHOLHV
WKLV DUJXPHQW :KDW LV DOVR LPSRUWDQW LV KRZ RWKHU FRXUWV KDYH
DQDO\]HG DQG UHVROYHG WKH LVVXH RI ZKHWKHU WKH (&2$ DXWKRUL]HV
GLVSDUDWH LPSDFW OLDELOLW\
' (&2$ 'LVSDUDWH ,PSDFW &DVH /DZ
(YHU\ IHGHUDO FRXUW FRQVLGHULQJ ZKHWKHU WKH (&2$ SHUPLWV
GLVSDUDWH LPSDFW OLDELOLW\ KDV KHOG WKDW LW KDV EXW WKH TXHVWLRQ KDV
UHFHLYHG OLWWOH GLVFXVVLRQ LQ WKH FDVH ODZ :KLOH PRVW RI WKH FRXUWV
DGGUHVVLQJ WKH LVVXH DUH IHGHUDO GLVWULFW FRXUWV WKH 1LQWK &LUFXLW LV
WKH RQO\ IHGHUDO DSSHOODWH FRXUW WR GLUHFWO\ DQVZHU WKH TXHVWLRQ
7KDW VDLG )LIWK &LUFXLW GLFWD KDV VXJJHVWHG WKDW GLVSDUDWH LPSDFW
FODLPV DUH FRJQL]DEOH XQGHU WKH (&2$ ,Q DGGLWLRQ WKH ' &
&LUFXLW DQG 6L[WK &LUFXLW KDYH DVVXPHG ZLWKRXW GHFLGLQJ WKDW
GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH
7KH 'LVWULFW &RXUW IRU WKH (DVWHUQ 'LVWULFW RI :LVFRQVLQ ZDV WKH
ILUVW WR FRQVLGHU WKH TXHVWLRQ LQ 9DQGHU 0LVVHQ Y .HOORJJ &LWL]HQV
1DWLRQDO %DQN RI *UHHQ %D\ ,Q WKDW FDVH WKH SODLQWLII VRXJKW WR
FRPSHO DQ LQWHUURJDWRU\ UHJDUGLQJ WKH GHIHQGDQWEDQN¶V
DQWLGLVFULPLQDWLRQ SROLFLHV XQGHU D WKHRU\ WKDW HYLGHQFH RI SHUYDVLYH
GLVSDUDWH LPSDFW GLVFULPLQDWLRQ ZRXOG HQWLWOH WKH SODLQWLII WR
SXQLWLYH GDPDJHV 7KH &RXUW VXUYH\HG WKH (&2$¶V OHJLVODWLYH
 3URFDFFLQL VXSUD QRWH  DW 6
 6HH0LOOHU Y $P ([SUHVV &R  )G DW  WK &LU 
 +D\QHV Y %DQN RI :HGRZHH  )G   Q WK &LU 
 *DUFLD Y -RKDQQV  )G   '& &LU  *ROGHQ Y &LW\ RI
&ROXPEXV  )G   WK &LU  :LWKRXW UHDFKLQJ WKH LVVXH WKH
6L[WK &LUFXLW LQ *ROGHQ ZURWH WKDW ³LW DSSHDUV´ GLVSDUDWH LPSDFW FODLPV DUH
FRJQL]DEOH XQGHU WKH (&2$ *ROGHQ  ) G DW  Q 7KH '& &LUFXLW LQ
*DUFLD ³H[SUHVV>HG@ QR RSLQLRQ´ RQ WKH VXEMHFW EXW QRWHG GLIIHUHQFHV LQ WKH
ODQJXDJH RI WKH (&2$ RQ WKH RQH KDQG DQG 7LWOH 9,, DQG WKH $'$ RQ WKH RWKHU
*DUFLD  )G DW  Q
 9DQGHU 0LVVHQ Y .HOORJJ&LWL]HQV 1DW¶O %DQN RI *UHHQ %D\  )
6XSS   (' :LV 
 ,G DW ±
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KLVWRU\ DQG FRQFOXGHG WKDW &RQJUHVV LQGHHG LQWHQGHG WKH *ULJJV
³HIIHFWV WHVW´ WR DSSO\ WR WKH (&2$ EXW GLG QRW LQWHQG IRU GLVSDUDWH
LPSDFW OLDELOLW\ WR EH D EDVLV IRU SXQLWLYH GDPDJHV
7KH OHDGLQJ GLVWULFW FRXUW FDVH UHFRJQL]LQJ (&2$ GLVSDUDWH
LPSDFW OLDELOLW\ WKRXJK LV &KHUU\ Y $PRFR 2LO &R ,Q WKDW FDVH
WKH GHIHQGDQWFUHGLWRU GHQLHG WKH SODLQWLII D ZKLWH ZRPDQ D FUHGLW
FDUG EDVHG LQ SDUW RQ KHU ]LS FRGH 6SHFLILFDOO\ WKH SODLQWLII
DOOHJHG UDFLDO GLVFULPLQDWLRQ DQG DUJXHG WKDW WKH FUHGLWRU¶V SROLF\ RI
DVVLJQLQJ D ORZ VFRUH WR KHU ]LS FRGH LQ LWV FUHGLW VFRULQJ V\VWHP KDG
D GLVSURSRUWLRQDWH LPSDFW RQ LQGLYLGXDOV LQ KHU SUHGRPLQDWHO\ EODFN
QHLJKERUKRRG %HFDXVH RI WKH (&2$¶V OHJLVODWLYH KLVWRU\ DQG
SXUSRVH WKH FRXUW KHOG WKDW WKH VWDWXWH DXWKRUL]HG GLVSDUDWH LPSDFW
FODLPV 7KH FRXUW QRWHG WKDW WKH (&2$¶V GUDIWHUV ³DVVXPH>G@ WKDW
WKH µHIIHFWV WHVW¶ >ZRXOG@ EH XWLOL]HG LQ FDVHV XQGHU WKH >(&2$@´
,W IXUWKHU REVHUYHG WKDW ZLWKRXW GLVSDUDWH LPSDFW OLDELOLW\ WKH (&2$
³ZLOO SURYLGH D UHPHG\ RQO\ LQ WKRVH UDUH FDVHV ZKHUH D FRPSDQ\
GHFLGLQJ RQ FUHGLW H[SUHVVO\ VWDWHV LW LV GHQLHG IRU D SURKLELWHG
UHDVRQ´ DQG WKDW ³GLVFULPLQDWLRQ LQ FUHGLW WUDQVDFWLRQV LV PRUH OLNHO\
WR EH RI WKH XQLQWHQWLRQDO UDWKHU WKDQ WKH LQWHQWLRQDO YDULHW\´
7KH FRXUW QHYHUWKHOHVV IRXQG IRU WKH GHIHQGDQW IROORZLQJ D EHQFK
WULDO EHFDXVH WKH SODLQWLII¶V HYLGHQFH RQO\ VKRZHG D GLVSDUDWH LPSDFW
RQ SHRSOH OLYLQJ LQ SUHGRPLQDQWO\ EODFN QHLJKERUKRRGV UDWKHU WKDQ
DQ DFWXDO GLVSDUDWH LPSDFW RQ EODFN DSSOLFDQWV
,Q  WKH )LIWK &LUFXLW EHFDPH WKH ILUVW IHGHUDO DSSHOODWH FRXUW
WR DGGUHVV WKH LVVXH LQ +D\QHV Y %DQN RI :HGRZHH ,Q +D\QHV
WKH SODLQWLII D PDUULHG ZRPDQ FODLPHG WKDW WKH GHIHQGDQW EDQN
YLRODWHG WKH (&2$ E\ HQJDJLQJ LQ PDULWDO VWDWXV GLVFULPLQDWLRQ
 ,G DW ±
 6HH &KHUU\ Y $PRFR 2LO &R  ) 6XSS  ± 1' *D

 ,G DW ± 7KH SODLQWLII ZDV ZKLWH EXW DOOHJHG VKH KDG VWDQGLQJ
EHFDXVH WKH GHIHQGDQW¶V GLVFULPLQDWRU\ SROLF\ KDUPHG KHU ,G
 ,G DW 
 ,G DW ±
 ,G DW 
 ,G DW 
 ,G
 +D\QHV Y %DQN RI :HGRZHH  )G   WK &LU 
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ZKHQ LW WHUPLQDWHG KHU ORDQ EHFDXVH RI KHU KXVEDQG¶V EDQNUXSWF\
7KH &RXUW KHOG WKDW WKH EDQN DFWHG OHJLWLPDWHO\ ZKHQ LW DFFHOHUDWHG
WKH SODLQWLII¶V ORDQ EHFDXVH KHU KXVEDQG¶V EDQNUXSWF\ WKUHDWHQHG WKH
DVVHWV LQ WKH MRLQW EDQN DFFRXQW VKH VKDUHG ZLWK KLP DQG XSRQ ZKLFK
VKH UHOLHG IRU KHU ORDQ H[WHQVLRQ 7KH &RXUW LQ WKDW FDVH QRWHG LQ
GLFWD WKDW LPSDFW WKHRULHV ZHUH FRJQL]DEOH XQGHU WKH (&2$ EHFDXVH
WKH\ ZHUH H[SUHVVO\ HQGRUVHG E\ 5HJXODWLRQ % +RZHYHU WKH
&RXUW QRWHG WKDW WKH SODLQWLII GLG QRW UHO\ XSRQ DQ DSSURSULDWH
GLVSDUDWH LPSDFW WKHRU\ LQ WKH FDVH
$ \HDU ODWHU WKH 1LQWK &LUFXLW GLUHFWO\ HQGRUVHG GLVSDUDWH LPSDFW
OLDELOLW\ LQ 0LOOHU Y $PHULFDQ ([SUHVV &R ,Q 0LOOHU WKH
GHIHQGDQWEDQN WHUPLQDWHG WKH SODLQWLII¶V VXSSOHPHQWDU\ FUHGLW FDUG
IROORZLQJ WKH GHDWK RI KHU KXVEDQG ZKR ZDV WKH SULPDU\ DFFRXQW
KROGHU $ SURYLVLRQ RI 5HJXODWLRQ % IRUEDGH WKLV SUDFWLFH EXW WKH
GHIHQGDQW DUJXHG WKDW WKLV SURYLVLRQ ZDV EH\RQG WKH VFRSH RI WKH
(&2$ EHFDXVH WHUPLQDWLQJ D VXSSOHPHQWDU\ FUHGLW FDUG DIWHU WKH
GHDWK RI D SULPDU\ DFFRXQW KROGHU LV QRW QHFHVVDULO\
GLVFULPLQDWRU\ &LWLQJ &KHUU\ DQG ZLWK OLWWOH IXUWKHU GLVFXVVLRQ
WKH &RXUW KHOG WKDW WKH (&2$ DOORZV GLVSDUDWH LPSDFW FODLPV
,PSRUWDQWO\ WKH &RXUW DOVR KHOG WKDW DQ (&2$ SODLQWLII QHHG QRW
HYHQ VKRZ WKDW D SUDFWLFH VWDWLVWLFDOO\ GLVDGYDQWDJHV D SURWHFWHG
JURXS VR ORQJ DV WKH SODLQWLII¶V PHPEHUVKLS LQ D SURWHFWHG JURXS
VRPHKRZ FDXVHG WKH DGYHUVH DFWLRQ
7KH RWKHU FRXUWV WR KDYH UHFRJQL]HG GLVSDUDWH LPSDFW OLDELOLW\
XQGHU WKH (&2$ KDYH GRQH VR ZLWK OLWWOH WR QR DQDO\VLV RI WKH LVVXH
6RPH VLPSO\ FLWH WR 5HJXODWLRQ % DQG FDVHV IURP RWKHU MXULVGLFWLRQV
WKDW KDYH UHFRJQL]HG GLVSDUDWH LPSDFW WKHRU\ 2WKHUV KDYH WDNHQ
 ,G DW 
 ,G
 ,G DW  Q
 ,G
 0LOOHU Y $P ([SUHVV &R  )G   WK &LU 
 ,G DW 
 ,G DW 
 ,G DW ±
 ,G
 6HH HJ &ROHPDQ Y *HQ 0RWRUV $FFHSWDQFH &RUS  )5' 
 0' 7HQQ  RYHUUXOHG E\ &ROHPDQ Y *HQHUDO 0RWRUV $FFHSWDQFH
&RUS  )G  WK &LU  FLWLQJ 5HJXODWLRQ % DQG FDVHV IURP RWKHU
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IRU JUDQWHG ZLWKRXW DQ\ UHOHYDQW GLVFXVVLRQ WKDW GLVSDUDWH LPSDFW
OLDELOLW\ LV SHUPLWWHG XQGHU WKH (&2$
&ROOHFWLYHO\ WKH (&2$ FDVH ODZ UHIOHFWV WKH QHHG IRU FRXUWV WR
SURYLGH JUHDWHU HYLGHQWLDU\ VXSSRUW IRU WKHLU KROGLQJV WKDW GLVSDUDWH
LPSDFW FODLPV DUH SHUPLVVLEOH XQGHU WKH (&2$ $V WKH ,QFOXVLYH
&RPPXQLWLHV FDVH VKRZV DQG WKLV $UWLFOH GHPRQVWUDWHV D GHWDLOHG
DQDO\VLV RI WKH (&2$¶V KLVWRULFDO EDFNJURXQG DQG SROLF\
FRQVLGHUDWLRQV ZRXOG VWUHQJWKHQ FRXUW GHFLVLRQV $OWKRXJK WKH
(&2$ FDVHODZ LV VXSSRUWLYH RI GLVSDUDWH LPSDFW OLDELOLW\ WKH IDFW
UHPDLQV WKDW WKH FDVHODZ LV QRWDEO\ WKLQ 1RW PDQ\ FRXUWV KDYH
DGGUHVVHG WKH TXHVWLRQ $ FRQVHQVXV RI ORZHUFRXUW GHFLVLRQV
IDYRULQJ GLVSDUDWH LPSDFW OLDELOLW\ ZRXOG SURYLGH JUHDWHU VXSSRUW IRU
WKH YLHZ WKDW WKH (&2$ VKRXOG EH XQGHUVWRRG WR DXWKRUL]H LPSDFW
DQDO\VHV ,Q DGGLWLRQ VXFK IXOO\ OLWLJDWHG FDVHV ZRXOG KHOS WR UHPRYH
VRPH RI WKH GRXEW DQG XQFHUWDLQW\ VRPH PD\ KDYH UHJDUGLQJ WKH
YDOLGLW\ RI LPSDFW PHWKRGRORJ\ LQ IDLU OHQGLQJ FODLPV 1RWDEO\
UREXVW )+$ MXULVSUXGHQFH ZDV DPRQJ WKH UHDVRQV WKDW WKH 6XSUHPH
&RXUW GHFLGHG LQ ,QFOXVLYH &RPPXQLWLHV WKDW WKH )+$ SHUPLWV
GLVSDUDWH LPSDFW OLDELOLW\ )XUWKHU VFUXWLQ\ RI WKH &RXUW¶V UHDVRQLQJ
SURFHVV SURYLGHV NH\ LQVLJKWV LQWR ZKHWKHU WKH &RXUW ZRXOG OLNHZLVH
GHFLGH WKDW GLVSDUDWH LPSDFW OLDELOLW\ LV LQFOXGHG LQ WKH (&2$
,,, $33/<,1* ,1&/86,9( &20081,7,(6 72 7+( (&2$
7KH 6XSUHPH &RXUW¶V UHDVRQLQJ LQ ,QFOXVLYH &RPPXQLWLHV
IRFXVHG RQ WKH ODQJXDJH RI WKH )+$¶V DQWLGLVFULPLQDWLRQ SURYLVLRQ
WKH )+$¶V OHJLVODWLYH KLVWRU\ DQG WKH SROLF\ REMHFWLYHV WKH VWDWXWH
VHHNV WR DFKLHYH 7KH H[WHQW WR ZKLFK WKHVH IDFWRUV ZRXOG OLNHO\
LQIOXHQFH WKH &RXUW WR GHFLGH WKDW GLVSDUDWH LPSDFW FODLPV DUH YDOLG
XQGHU WKH (&2$ DGGUHVVHG QH[W GHPRQVWUDWHV WKH VLJQLILFDQW UROH
RI KLVWRULFDO LQIRUPDWLRQ WR D FRXUW¶V GHFLVLRQ
MXULVGLFWLRQV IRU SURSRVLWLRQ WR VKRZ GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH XQGHU
(&2$ 6D\HUV Y *HQ 0RWRUV $FFHSWDQFH &RUS  )HG 6XSS  
:' 0R  FRQWDLQLQJ D VLPLODU DQDO\VLV
 6HH HJ 0LOOHU Y &RXQWU\ZLGH %DQN  ) 6XSS G   '
0DVV  WUHDWLQJ (&2$ FODLP DV LGHQWLFDO WR )+$ FODLP 6DODQGUD Y
&LWLEDQN )HG 6D\ %DQN 1R &  :/  DW  1' ,OO -XQH
  QRWLQJ D FDVH ZKHUH D VLPLODU DQDO\VLV ZDV XVHG
 -2851$/ 2) /$: $1' 32/,&<
$ 6WDWXWRU\ /DQJXDJH
7KH &RXUW LQ ,QFOXVLYH &RPPXQLWLHV UHDVRQHG WKDW EHFDXVH WKH
)+$¶V VWDWXWRU\ ODQJXDJH ZDV VXIILFLHQWO\ FORVH WR WKDW RI 7LWOH 9,,
DQG WKH $'($ WKH )+$ PXVW OLNHZLVH VXSSRUW GLVSDUDWH LPSDFW
OLDELOLW\ $OWKRXJK WKH &RXUW WRRN VRPH OLEHUWLHV LQ PDNLQJ WKLV
FRPSDULVRQ WKH )+$¶V ODQJXDJH LV IDU FORVHU WR 7LWOH 9,, DQG WKH
$'($ WKDQ WKH (&2$¶V ODQJXDJH LV &ULWLFDOO\ WKH &RXUW ZURWH WKDW
WKH )+$ 7LWOH 9,, DQG WKH $'($ DOO ³ORRN WR UHVXOWV´ DQG LQFOXGH
³FDWFKDOO SKUDVHV´ )RU LQVWDQFH 7LWOH 9,, LQFOXGHV WKH SKUDVH ³LQ
DQ\ ZD\´ DQG WKH )+$ LQFOXGHV WKH ZRUG ³RWKHUZLVH´
7KH (&2$ FRQWDLQV QR FRPSDUDEOH ODQJXDJH 7KH (&2$¶V
RSHUDWLYH WH[W VWDWHV VLPSO\ WKDW ³LW VKDOO EH XQODZIXO IRU DQ\ FUHGLWRU
WR GLVFULPLQDWH DJDLQVW DQ\ DSSOLFDQW´ 7KLV SURYLVLRQ PHQWLRQV
WKH DFWLRQ YHUE ³GLVFULPLQDWH´ EXW PDNHV QR H[SOLFLW UHIHUHQFH WR
HIIHFW ,Q FRPSDULVRQ WKH $'($ SURWHFWV ROGHU ZRUNHUV IURP
HPSOR\PHQW DFWLRQV WKDW GLVFULPLQDWH DJDLQVW DQG ³DGYHUVHO\ DIIHFW´
WKHP $OVR 7LWOH 9,, HPSKDVL]HV ERWK WKH IRUELGGHQ DFWLRQ DQG
WKH UHVXOW LW IRUELGV WKH DFWV RI ³OLPLW>LQJ@ VHJUHJDWH>LQJ@ RU
FODVVLI\>LQJ@´ DQG WKH HIIHFWV RI ³GHSULY>LQJ@ RU WHQG>LQJ@ WR GHSULYH´
DQ\ LQGLYLGXDO RI HPSOR\PHQW RSSRUWXQLWLHV ³LQ DQ\ ZD\´
$GGLWLRQDOO\ 7LWOH 9,, EDQV HPSOR\PHQW DFWLRQV WKDW ³DGYHUVHO\
DIIHFW´ HPSOR\HHV EHFDXVH RI UDFH DQG RWKHU SURWHFWHG
FKDUDFWHULVWLFV
/LNHZLVH WKH )+$ SURYLVLRQ DW LVVXH LQ ,QFOXVLYH &RPPXQLWLHV
IRUELGV WKH DFWV RI ³UHIXV>LQJ@ WR VHOO RU UHQW´ DQG ³UHIXV>LQJ@ WR
QHJRWLDWH´ DQG WKH HIIHFWV RI ³RWKHUZLVH PDN>LQJ@ XQDYDLODEOH RU
 7H[DV 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW ,QF
 6 &W  ± 
 ,G DW 
 7LWOH 9,, RI WKH &LYLO 5LJKWV $FW RI  7LWOH 9,,  86&  H
 
 )DLU +RXVLQJ $FW )+$  86&   
 (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$  86&  D 
 $JH 'LVFULPLQDWLRQ LQ (PSOR\PHQW $FW RI  $'($  86& 
D 
  86&  HD
 ,G
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
GHQ\LQJ>LQJ@    D GZHOOLQJ WR D SHUVRQ EHFDXVH RI UDFH´ 7KH
&RXUW FRQFOXGHG WKDW ³RWKHUZLVH PDNLQJ XQDYDLODEOH´ LV WKH
IXQFWLRQDO HTXLYDOHQW RI ³DGYHUVHO\ DIIHFWHG´ 7KH &RXUW MXVWLILHG
WKLV GLIIHUHQFH EHWZHHQ WKH ODQJXDJH LQ 7LWOH 9,, DQG WKH )+$ DV
JUDPPDWLFDOO\ QHFHVVDU\ 7KH VLJQLILFDQW GLIIHUHQFHV EHWZHHQ WKH
VWUXFWXUH RI 7LWOH 9,, DQG WKH (&2$ GR QRW MXVWLI\ D VLPLODU
DUJXPHQW $OVR WKH (&2$ KDV QR DQDORJRXV ³FDWFKDOO´ ZRUG RU
SKUDVH DV ZDV YLWDO LQ WKH &RXUW¶V FRPSDULVRQ RI WKH )+$ WR 7LWOH
9,, DQG WKH $'($
$OWKRXJK ,QFOXVLYH &RPPXQLWLHV¶ WH[WXDO DQDO\VLV GRHV QRW
VXSSRUW (&2$ GLVSDUDWH LPSDFW FODLPV LW GRHV QRW SURKLELW D FRXUW
IURP ILQGLQJ WKDW VXFK FODLPV DUH FRJQL]DEOH XQGHU WKH (&2$ 7KH
6XSUHPH &RXUW DSSHDUHG SHUVXDGHG E\ WKH IDFW WKDW WKH )+$¶V
HIIHFWVEDVHG DQG FDWFKDOO ODQJXDJH EURDGHQHG LWV UHDFK
³'LVFULPLQDWH´ EHLQJ WKH RSHUDWLYH ZRUG LQ WKH (&2$ LV EURDG
VWDQGLQJ DORQH DQG WKXV PD\ QRW UHTXLUH ODQJXDJH DQDORJRXV WR 7LWOH
9,, RU WKH )+$ WR DFKLHYH WKH VDPH UHVXOW ,QGHHG WKH (&2$¶V
OHJLVODWLYH KLVWRU\ UHYHDOV FRQJUHVVLRQDO LQWHQW QRW WR GHILQH
³GLVFULPLQDWH´ VR WKDW FRXUWV DQG UHJXODWRUV ZRXOG KDYH IOH[LELOLW\
WR GHWHUPLQH SUHFLVHO\ ZKDW W\SH RI SUDFWLFHV DQG DFWLRQV WKH VWDWXWH
VKRXOG SURVFULEH
% &RQJUHVVLRQDO ,QWHQW
7KH &RXUW LQ ,QFOXVLYH &RPPXQLWLHV DOVR UHOLHG RQ WKH )+$¶V
OHJLVODWLYH KLVWRU\ WR UHDFK LWV FRQFOXVLRQ WKDW &RQJUHVV LQWHQGHG
GLVSDUDWH LPSDFW FODLPV WR EH FRJQL]DEOH XQGHU WKH )+$ ,QGHHG
HYHQ EHIRUH LW DQDO\]HG WKH VWDWXWH¶V WH[W WKH &RXUW SURYLGHG D ³EULHI
KLVWRU\ RI WKH )+$¶V HQDFWPHQW´ DQG ODLG DQ DSSURSULDWH
  86&  D
 7H[ 'HS¶W RI +RXV 	 &PW\ $IIDLUV Y ,QFOXVLYH &PW\V 3URMHFW ,QF
 6 &W  ± 
 ,G DW 
 ,G DW  VHH (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$  86&
  
 )RU DQ DUJXPHQW WKDW WKH WH[W RI WKH (&2$ VKRXOG EH UHDG WR HVWDEOLVK
GLVSDUDWH LPSDFW OLDELOLW\ VHH 3URFDFFLQL VXSUD QRWH  DW 6±
 6HH +HDULQJV VXSUD QRWH 
 ,QFOXVLYH &PW\V  6 &W DW 
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IRXQGDWLRQ IRU XQGHUVWDQGLQJ SUHFLVHO\ ZKDW LV DW VWDNH ZKHQ FRXUWV
LQWHUSUHW FLYLO ULJKWV OHJLVODWLRQ 7KH &RXUW EHJDQ E\ WUDFLQJ WKH
QDWLRQ¶V OHJDO HIIRUWV WR FRPEDW KRXVLQJ GLVFULPLQDWLRQ EDVHG RQ
UDFH IURP  WR  WKH \HDU WKDW &RQJUHVV SDVVHG WKH )+$
7KH (&2$¶V SUHHQDFWPHQW KLVWRU\ OLNHZLVH SURYLGHV LQVLJKW WR
FRXUWV WKDW DUH IDFHG ZLWK WKH TXHVWLRQ RI ZKHWKHU D VWDWXWH XQGHU D
SURSHU LQWHUSUHWDWLRQ SURKLELWV GHFLVLRQV ZLWK GLVSDUDWH LPSDFW $V
3DUW ,, VKRZV ERWK LQWHQWLRQDO DQG XQLQWHQWLRQDO GLVFULPLQDWRU\
SUDFWLFHV KLVWRULFDOO\ KLQGHUHG D ZRPDQ¶V DFFHVV WR FUHGLW %HFDXVH
GLVSDUDWH WUHDWPHQW DQG GLVSDUDWH LPSDFW GLVFULPLQDWLRQ ZHUH
SUHYDOHQW EHIRUH &RQJUHVV SDVVHG WKH (&2$ HUDGLFDWLRQ RI ERWK
PXVW KDYH EHHQ ZKDW &RQJUHVV LQWHQGHG ZKHQ LW HQDFWHG OHJLVODWLRQ
WKDW WDUJHWHG DEXVHV LQ WKH FUHGLW LQGXVWU\ EDVHG RQ VH[ DQG PDULWDO
VWDWXV
7KH &RXUW LQ ,QFOXVLYH &RPPXQLWLHV DOVR H[DPLQHG WKH )+$¶V
SRVW HQDFWPHQW KLVWRU\ /RRNLQJ WR WKLV KLVWRU\ WKH &RXUW ILUVW KHOG
WKDW &RQJUHVV LQ HIIHFW UDWLILHG WKH XQDQLPRXV XQGHUVWDQGLQJ RI WKH
IHGHUDO FRXUWV E\ DPHQGLQJ WKH )+$ LQ  ZLWKRXW DGRSWLQJ DQ\
DPHQGPHQW WKDW ZRXOG KDYH UHVWULFWHG WKH )+$ WR GLVSDUDWH
WUHDWPHQW FODLPV $OWKRXJK WKLV VDPH ORJLF DSSOLHV WR WKH (&2$
LW GRHV QRW DSSO\ ZLWK HTXDO IRUFH 6LQFH 9DQGHU 0LVVHQ LQ 
HYHU\ FRXUW WR UXOH RQ WKH LVVXH KDV LQGHHG KHOG WKDW WKH (&2$
DXWKRUL]HV GLVSDUDWH LPSDFW FODLPV DQG &RQJUHVV KDV DPHQGHG WKH
(&2$ PXOWLSOH WLPHV VLQFH 9DQGHU 0LVVHQ %XW WKHUH LV IDU OHVV
 ,G DW ±
 ,G DW 
 0LOOHU Y $P ([SUHVV &R  )G  ± WK &LU 
3URFDFFLQL VXSUD QRWH  DW 
 6HH HJ *XHUUD Y *0$& //& &9/''  :/
 DW  (' 3D  FLWLQJ D VHULHV RI FDVHV WKDW UHFRJQL]H GLVSDUDWH
LPSDFW FODLPV XQGHU WKH )+$ DQG WKH (&2$ 6D\HUV Y *HQHUDO 0RWRUV
$FFHSWDQFH &RUS  ) 6XSS   Q :' 0R  QRWLQJ WKDW
³$OWKRXJK &RQJUHVV KDV LQGLFDWHG LQ WKH (&2$¶V OHJLVODWLYH KLVWRU\ WKDW DQ
µHIIHFWV WHVW¶ VKRXOG EH XVHG LQ DFWLRQV EURXJKW XQGHU WKH (&2$ WKLV &RXUW GRHV
QRW EHOLHYH WKDW &RQJUHVV LQWHQGHG WKH µHIIHFWV WHVW¶ WR EH WKH H[FOXVLYH WHVW IRU
GLVFULPLQDWLRQ´ &UDJLQ Y )LUVW )HGHUDO 6DYLQJV DQG /RDQ $VV¶Q  ) 6XSS
  ' 1HY  UHO\LQJ RQ WKH 6HQDWH 5HSRUW WR WKH  (&2$
$PHQGPHQWV ZKLFK UHDGV ³,Q GHWHUPLQLQJ WKH H[LVWHQFH RI
GLVFULPLQDWLRQ    FRXUWV RU DJHQFLHV DUH IUHH WR ORRN DW WKH HIIHFWV RI D FUHGLWRU¶V
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
FDVH ODZ RQ (&2$ GLVSDUDWH LPSDFW OLDELOLW\ WKDQ WKHUH ZDV )+$
GLVSDUDWH LPSDFW FDVH ODZ DW WKH WLPH RI WKH  )+$ DPHQGPHQWV
%\  WKH 6HFRQG 7KLUG )RXUWK )LIWK 6L[WK 6HYHQWK (LJKWK
1LQWK DQG (OHYHQWK &LUFXLWV KDG DOO KHOG WKDW GLVSDUDWH LPSDFW
FODLPV DUH DXWKRUL]HG XQGHU WKH )+$ ,Q FRPSDULVRQ E\ ²
WKH GDWH RI WKH PRVW UHFHQW (&2$ DPHQGPHQWV²RQO\ WKH 1LQWK
&LUFXLW KDG KHOG WKDW GLVSDUDWH LPSDFW FODLPV DUH FRJQL]DEOH XQGHU
WKH (&2$ ZLWK WKH )LIWK &LUFXLW LQ GLFWD VXSSRUWLQJ VXFK FODLPV
,W LV ZRUWK QRWLQJ WKDW WKH ,QFOXVLYH &RPPXQLWLHV GLVVHQW
FULWLFL]HG WKH &RXUW¶V FRQFOXVLRQ WKDW HYHQ D FRQVHQVXV DPRQJ QLQH
&RXUWV RI $SSHDOV ZDV VXIILFLHQW WR LPSXWH WR &RQJUHVV DQ LQWHQW WR
DGRSW WKLV FRQVHQVXV ZKHQ LW DPHQGHG WKH )+$ LQ  7KH
GLVVHQW DUJXHG WKDW WKHUH QHHGHG WR EH D OHJDO FRQVHQVXV WR LPSXWH
VXFK DQ LQWHQW WR &RQJUHVV DQG GHQLHG WKDW VXFK D FRQVHQVXV
H[LVWHG 7KLV DUJXPHQW ZRXOG UHVRQDWH PXFK ORXGHU LQ RSSRVLWLRQ
WR (&2$ GLVSDUDWH LPSDFW OLDELOLW\²DOWKRXJK WKHUH LV QR DFWXDO
GLVDJUHHPHQW PRVW FRXUWV UHPDLQ XQGHFLGHG DQG WKHUH PLJKW QRW EH
D VXIILFLHQW OHJDO FRQVHQVXV
1HYHUWKHOHVV WKH &RXUW LQ ,QFOXVLYH &RPPXQLWLHV IRXQG
FRQYLQFLQJ WKDW &RQJUHVV FRQVLGHUHG DQG UHMHFWHG D SURSRVDO WR
DPHQG WKH )+$ WR HOLPLQDWH GLVSDUDWH LPSDFW OLDELOLW\ &RQJUHVV
OLNHZLVH GLG QRW DFW RQ SURSRVHG DPHQGPHQWV WR HOLPLQDWH GLVSDUDWH
SUDFWLFHV DV ZHOO DV WKH FUHGLWRU¶V PRWLYHV RU FRQGXFW LQGLYLGXDO WUDQVDFWLRQV´
HPSKDVLV DGGHG
 6HH .HLWK Y 9ROSH  )G  ± WK &LU  +XQWLQJWRQ
%UDQFK 1$$&3 Y +XQWLQJWRQ  )G   G &LU  DII¶G 7RZQ
RI +XQWLQJWRQ Y +XQWLQJWRQ %UDQFK 1$$&3  86    $UWKXU
Y &LW\ RI 7ROHGR  )G   WK &LU  +DQVRQ Y 9HWHUDQV $GPLQ
 )G   WK &LU  6PLWK Y &ODUNWRQ  )G   WK
&LU  5HVLGHQW $GYLVRU\ %G Y 5L]]R  )G   G &LU 
0HWURSROLWDQ +RXV 'HY &RUS Y 9LOODJH RI $UOLQJWRQ +HLJKWV  )G 
 WK &LU  8QLWHG 6WDWHV Y &LW\ RI %ODFN -DFN  )G  
WK &LU 
 6HH 0LOOHU Y $P ([SUHVV &R  )G  ± WK &LU 
+D\QHV Y %DQN RI :HGRZHH  )G   Q WK &LU 
 ,QFOXVLYH &PW\V  6 &W DW  $OLWR - GLVVHQWLQJ QRWLQJ
FROOHFWHG FDVHV
 ,G DW 
 ,G DW 
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LPSDFW OLDELOLW\ IURP WKH (&2$ 7KLV SDUW RI WKH RSLQLRQ SURYLGHV
VRPH RI WKH VWURQJHVW VXSSRUW IRU H[WHQGLQJ GLVSDUDWH LPSDFW
OLDELOLW\ WR WKH (&2$
7KH &RXUW DOVR XVHG WKH VXEVWDQFH RI WKH  DPHQGPHQWV WR
VKRZ WKDW &RQJUHVV PXVW KDYH XQGHUVWRRG WKH )+$ WR LQFOXGH
GLVSDUDWH LPSDFW OLDELOLW\ E\ QRWLQJ WKDW VHYHUDO RI WKH DPHQGPHQWV
ZRXOG KDYH EHHQ VXSHUIOXRXV LI RQO\ GLVSDUDWH WUHDWPHQW FODLPV ZHUH
FRJQL]DEOH 7KHVH DPHQGPHQWV SURYLGHG H[FHSWLRQV WR )+$
OLDELOLW\ IRU FHUWDLQ VFHQDULRV WKDW GR QRW LQYROYH LQYLGLRXV
GLVFULPLQDWLRQ EDVHG RQ D SURWHFWHG FDWHJRU\ DQG WKXV ZRXOG RQO\
UHTXLUH DQ H[FHSWLRQ LI GLVSDUDWH LPSDFW FODLPV ZHUH FRJQL]DEOH
$OWKRXJK WKH (&2$ DOVR SURYLGHV VHYHUDO H[FHSWLRQV WR OLDELOLW\
WKHUH DUH QR VXIILFLHQWO\ DQDORJRXV SURYLVLRQV )RU LQVWDQFH VHFWLRQV
E DQG F SURYLGH D OLVW RI ³DFWLYLWLHV QRW FRQVWLWXWLQJ
GLVFULPLQDWLRQ´ XQGHU WKH (&2$ %XW XQOLNH WKH )+$ H[FHSWLRQV
DGGHG LQ WKH  $PHQGPHQWV WKHVH H[FHSWLRQV OLVW VFHQDULRV LQ
ZKLFK WKH FUHGLWRU PD\ H[SOLFLWO\ FRQVLGHU D SURWHFWHG FDWHJRU\²
LH H[FHSWLRQV WR WKH UXOH SURKLELWLQJ GLVSDUDWH WUHDWPHQW
& 3ROLF\
7KH &RXUW FRQFOXGHG LWV DUJXPHQW LQ IDYRU RI )+$ GLVSDUDWH
LPSDFW OLDELOLW\ LQ ,QFOXVLYH &RPPXQLWLHV ZLWK D GLVFXVVLRQ RI WKH
SROLF\ UHDVRQV EHKLQG WKH )+$ 7KH &RXUW QRWHV WZR VSHFLILF
SXUSRVHV RI WKH )+$ WKDW DUH VHUYHG E\ DOORZLQJ GLVSDUDWH LPSDFW
FODLPV ³HUDGLFDW>LQJ@ GLVFULPLQDWRU\ SUDFWLFHV ZLWKLQ D VHFWRU RI RXU
1DWLRQ¶V HFRQRP\´ DQG ³XQFRYHULQJ GLVFULPLQDWRU\ LQWHQW´ EH LW
GLVJXLVHG RU XQFRQVFLRXV
%RWK SROLF\ UHDVRQV ILW VTXDUHO\ ZLWKLQ WKH (&2$¶V SXUSRVH DQG
WKXV VXSSRUW (&2$ GLVSDUDWH LPSDFW OLDELOLW\ 7KHUH FDQ EH QR
 6HH (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  +5 
WK &RQJ  (TXDO &UHGLW 2SSRUWXQLW\ $FW $PHQGPHQWV RI  +5
 WK &RQJ  5HJXODWLRQ %  )HG 5HJ  'HF

 ,QFOXVLYH &PW\V  6 &W DW 
 ,G DW  
 (TXDO &UHGLW 2SSRUWXQLW\ $FW (&2$  86&  E F 
 ,G
 ,QFOXVLYH &PW\V  6 &W DW ±
(&2$ $1' ',63$5$7( ,03$&7 7+(25< 
TXHVWLRQ WKDW &RQJUHVV SDVVHG WKH (&2$ WR ³HUDGLFDWH
GLVFULPLQDWRU\ SUDFWLFHV ZLWKLQ D VHFWRU RI RXU 1DWLRQ¶V
HFRQRP\´ &RQJUHVVLRQDO UHFRJQLWLRQ RI WKH LQFUHDVLQJ QHFHVVLW\
RI FUHGLW LQ HYHU\ GD\ $PHULFDQ OLIH ODUJHO\ PRWLYDWHG LW WR HQDFW WKH
(&2$ $V D 6HQDWH UHSRUW RQ WKH  DPHQGPHQWV H[SODLQHG
&UHGLW KDV FHDVHG WR EH D OX[XU\ LWHP HLWKHU IRU
FRQVXPHUV RU IRU EXVLQHVV HQWUHSUHQHXUV &RQVXPHU
FUHGLW RXWVWDQGLQJ FRQWLQXHV WR JURZ DW D SKHQRPHQDO
SDFH DQG QRZ VWDQGV VOLJKWO\ EHORZ  ELOOLRQ QRW
HYHQ FRXQWLQJ IDPLO\  PRUWJDJH FUHGLW ZKLFK
ZRXOG DGG PRUH WKDQ  ELOOLRQ WR WKDW WRWDO
9LUWXDOO\ DOO KRPH SXUFKDVHV DUH PDGH RQ FUHGLW
$ERXW WZRWKLUGV RI FRQVXPHU DXWRPRELOH SXUFKDVHV
DUH RQ DQ LQVWDOOPHQW EDVLV /DUJH GHSDUWPHQW VWRUHV
UHSRUW WKDW  RU PRUH RI WKHLU VDOHV DUH RQ
UHYROYLQJ RU FORVHGHQG FUHGLW SODQV 8SZDUGV RI
 RI DOO FRQVXPHU GLVSRVDEOH LQFRPH LV GHYRWHG WR
FUHGLW REOLJDWLRQV RWKHU WKDQ KRPH PRUWJDJHV
$ +RXVH FRPPLWWHH TXRWHG WKH FKDLUPDQ RI WKH 86 &RPPLWWHH
RQ &LYLO 5LJKWV ZKR PDGH D VLPLODU SRLQW
,W ZRXOG EH GLIILFXOW WR H[DJJHUDWH WKH UROH RI FUHGLW
LQ RXU VRFLHW\ &UHGLW LV LQYROYHG LQ DQ DOPRVW HQGOHVV
YDULHW\ RI WUDQVDFWLRQV UHDFKLQJ IURP WKH PHGLFDO
GHOLYHU\ RI WKH QHZERUQ WR WKH ULWXDOV DVVRFLDWHG ZLWK
WKH EXULDO RI WKH GHDG 7KH DYDLODELOLW\ RI FUHGLW RIWHQ
GHWHUPLQHV DQ LQGLYLGXDO¶V HIIHFWLYH UDQJH RI VRFLDO
FKRLFH DQG LQIOXHQFHV VXFK EDVLF OLIH PDWWHUV DV
VHOHFWLRQ RI RFFXSDWLRQ DQG KRXVLQJ ,QGHHG WKH
DYDLODELOLW\ RI FUHGLW KDV D SURIRXQG LPSDFW RQ DQ
LQGLYLGXDO¶V DELOLW\ WR H[HUFLVH WKH VXEVWDQWLYH FLYLO
ULJKWV JXDUDQWHHG E\ WKH &RQVWLWXWLRQ
/LNHZLVH WKH &RXUW¶V UHFRJQLWLRQ WKDW GLVSDUDWH LPSDFW OLDELOLW\
LV RIWHQ QHHGHG WR FRXQWHUDFW KLGGHQ GLVFULPLQDWLRQ HFKRHV WKH
&KHUU\ &RXUW¶V UHDVRQLQJ 7KH &KHUU\ &RXUW ZLVHO\ FRQFOXGHG WKDW
ZLWKRXW GLVSDUDWH LPSDFW OLDELOLW\ WKH (&2$ ³ZLOO SURYLGH D UHPHG\
 6HH LG
 6 5(3 12  DW  
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
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RQO\ LQ WKRVH UDUH FDVHV ZKHUH D FRPSDQ\ GHFLGLQJ RQ FUHGLW
H[SUHVVO\ VWDWHV LW LV GHQLHG IRU D SURKLELWHG UHDVRQ´ DQG IXUWKHU WKDW
³GLVFULPLQDWLRQ LQ FUHGLW WUDQVDFWLRQV LV PRUH OLNHO\ WR EH RI WKH
XQLQWHQWLRQDO UDWKHU WKDQ WKH LQWHQWLRQDO YDULHW\´ 7KXV LW LV FOHDU
WKDW WKH SROLF\ UHDVRQV IRU )+$ GLVSDUDWH LPSDFW OLDELOLW\ ZKLFK WKH
&RXUW HQGRUVHG LQ ,QFOXVLYH &RPPXQLWLHV DSSO\ ZLWK HTXDO IRUFH WR
WKH (&2$
' 6XPPDU\
7KH &RXUW¶V WH[WXDO DQDO\VLV DQG IRFXV RQ WKH )+$ 
$PHQGPHQWV LQGLFDWH WKDW WKH UHDVRQLQJ LQ ,QFOXVLYH &RPPXQLWLHV
LV UDWKHU QDUURZ DQG VSHFLILF WR WKH )+$ 7KLV QDUURZ UHDGLQJ RI WKH
RSLQLRQ VXJJHVWV WKDW DOWKRXJK WKH (&2$¶V WH[WXDO ODQJXDJH LV
GLVVLPLODU WR WKH )+$¶V WKLV GRHV QRW IRUELG WKH FRQFOXVLRQ WKDW WKH
(&2$ FUHDWHV GLVSDUDWH LPSDFW OLDELOLW\ 7KDW &RQJUHVV H[SUHVVHG
LWV LQWHQW WR FUHDWH GLVSDUDWH LPSDFW OLDELOLW\ LQ WKH )+$ LQ SDUW
WKURXJK LWV LPSOLFLW HQGRUVHPHQW RI WKH H[LVWLQJ FDVH ODZ DQG YLD WKH
 $PHQGPHQWV OLNHZLVH GRHV QRW XQGHUPLQH WKH VWURQJ VXSSRUW
WKDW H[LVWV IRU (&2$ GLVSDUDWH LPSDFW FODLPV DV VHW IRUWK LQ WKH
OHJLVODWLYH UHFRUG DQG UHJXODWRU\ KLVWRU\ &RXUWV DQG FRPPHQWDWRUV
KDYH DOVR DGYDQFHG FRPSHOOLQJ DUJXPHQWV IDYRULQJ GLVSDUDWH LPSDFW
OLDELOLW\ LQ OHQGLQJ GLVFULPLQDWLRQ FODLPV
$V IRU (&2$ FRPPHQWDWRUV WKH GHEDWH RYHU GLVSDUDWH LPSDFW
OLDELOLW\ LV LQWHQVH 6XSSRUWHUV RI GLVSDUDWH LPSDFW OLDELOLW\ XQGHU WKH
(&2$ SULPDULO\ XVH WKH OHJLVODWLYH KLVWRU\ RI WKH (&2$
DPHQGPHQWV DQG 5HJXODWLRQ % WR VXSSRUW WKHLU FODLPV 7\SLFDOO\
WKH\ EXWWUHVV WKHLU DQDO\VHV ZLWK WKH FDVH ODZ RQ WKH VXEMHFW &LYLO
ULJKWV DGYRFDWHV $OHR DQG 6YLUNV\ IRU H[DPSOH DUJXH WKDW WKH FOHDU
FRQJUHVVLRQDO LQWHQW IRU WKH (&2$ GLVSDUDWH LPSDFW OLDELOLW\ DV
H[SUHVVHG LQ WKH KLVWRU\ RI WKH  DPHQGPHQWV FRXSOHG ZLWK
5HJXODWLRQ %¶V VXEVHTXHQW LQWHUSUHWDWLRQ VKRZ WKDW GLVSDUDWH LPSDFW
FODLPV DUH FRJQL]DEOH 6LPLODUO\ 3URFDFFLQL D VWURQJ DGYRFDWH RI
(&2$ GLVSDUDWH LPSDFW OLDELOLW\ H[WHQVLYHO\ UHYLHZHG WKH SRVW
HQDFWPHQW OHJLVODWLYH KLVWRU\ WR VKRZ WKDW &RQJUHVV OLNHO\ LQWHQGHG
 &KHUU\ Y $PRFR 2LO &R  ) 6XSS   1' *D 
 $OHR 	 6YLUVN\ VXSUD QRWH  DW ± 
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DQG XQGHUVWRRG WKH (&2$ WR DOORZ GLVSDUDWH LPSDFW FODLPV ZKLFK
VKH VXSSRUWV ZLWK 5HJXODWLRQ % DQG WKH H[LVWLQJ FDVH ODZ
,Q RSSRVLWLRQ WR WKHVH FRPPRQ DUJXPHQWV &XELWD DQG +DUWPDQQ
DUJXH WKDW WKH OHJLVODWLYH KLVWRU\ DQG DGPLQLVWUDWLYH LQWHUSUHWDWLRQV
FDQQRW RYHUULGH WKH (&2$¶V FOHDU WH[WXDO ODQJXDJH 7KH\ DUJXH
WKDW WKH RIWFLWHG FRQJUHVVLRQDO UHSRUWV HQGRUVLQJ GLVSDUDWH LPSDFW
OLDELOLW\ DUH LUUHOHYDQW WR LQWHUSUHWDWLRQ EHFDXVH WKH\ ZHUH UHOHDVHG
ZKLOH &RQJUHVV ZDV GUDIWLQJ WKH  $PHQGPHQWV DIWHU WKH
RULJLQDO ODQJXDJH ZDV HQDFWHG )XUWKHUPRUH WKH\ DUJXH WKDW
5HJXODWLRQ % ³PHUHO\ UHFLWHV WKH IDFW WKDW WKH OHJLVODWLYH KLVWRU\ RI
WKH >(&2$@ LQGLFDWHV WKDW &RQJUHVV LQWHQGHG DQ µHIIHFWV WHVW¶
FRQFHSW´ ZKLFK LV ³QRW HTXLYDOHQW WR PDNLQJ D FRQVLGHUHG
DGPLQLVWUDWLYH GHWHUPLQDWLRQ WKDW µWKH SXUSRVHV RI WKLV
WLWOH¶    LQFOXGH WKH HUDGLFDWLRQ RI GLVFULPLQDWRU\ HIIHFWV´
&XELWD DQG +DUWPDQQ DUH RQ WKH ZURQJ VLGH RI WKLV GHEDWH 7KHLU
DUJXPHQW WKDW FRQJUHVVLRQDO VXSSRUW IRU GLVSDUDWH LPSDFW OLDELOLW\
FRPHV SULPDULO\ IURP UHSRUWV WKDW ZHUH UHOHDVHG DIWHU WKH VWDWXWH ZDV
HQDFWHG RYHUORRNV WKH (&2$¶V DEXQGDQW SUHHQDFWPHQW KLVWRU\ WKDW
UHYHDOV FRQJUHVVLRQDO VXSSRUW IRU FRPEDWWLQJ LQWHQWLRQDO DQG
XQLQWHQWLRQDO OHQGLQJ GLVFULPLQDWLRQ $OVR D PDMRU IODZ LQ &XELWD
DQG +DUPDQQ¶V SULQFLSOH DUJXPHQW WKDW D WH[WXDO DQDO\VLV WUXPSV DOO
RWKHUV ZKHQ GHWHUPLQLQJ LI D VWDWXWH LQFOXGHV LPSDFW FODLPV LV LWV
IDLOXUH WR UHFRJQL]H WKH 6XSUHPH &RXUW¶V WKUHHSDUW WHVW DUWLFXODWHG
LQ ,QFOXVLYH &RPPXQLWLHV $OWKRXJK WKH &RXUW LQFOXGHG D WH[WXDO
DQDO\VLV DPRQJ WKH WKUHH IDFWRUV WR EH FRQVLGHUHG LW GLG QRW VWDWH
WKDW WKLV IDFWRU DORQH ZDV FRQFOXVLYH
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6RPH SHRSOH PD\ EH XQDEOH WR LPDJLQH D WLPH ZKHQ OHQGHUV
GLVFRXQWHG WKH LQFRPH RI ZRUNLQJ ZRPHQ RU D WLPH ZKHQ OHQGHUV
DXWRPDWLFDOO\ SHUFHLYHG D ZRPDQ¶V QDPH FKDQJH DV D QHJDWLYH
FKDQJH WR KHU FUHGLWZRUWKLQHVV <HW WKRVH WLPHV H[LVWHG DQG DQ
LQFDOFXODEOH QXPEHU RI ZRPHQ VXIIHUHG GHYDVWDWLQJ HFRQRPLF
 3URFDFFLQL VXSUD QRWH  DW 6±
 &XELWD 	 +DUWPDQQ VXSUD QRWH  DW ±
 ,G DW ±
 ,G DW  LQWHUQDO TXRWDWLRQ PDUNV DQG DOWHUDWLRQV RPLWWHG
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FRQVHTXHQFHV EHFDXVH RI IDFLDOO\ QHXWUDO FUHGLW SROLFLHV DQG
SUDFWLFHV 7KH (&2$¶V SUHHQDFWPHQW DQG SRVWHQDFWPHQW KLVWRU\
VKRZV WKDW &RQJUHVV SDVVHG WKH (&2$ LQ  LQ SDUW WR UHPHG\
VXFK XQIDLUQHVV WR ZRPHQ 7KLV KLVWRU\ DOVR UHYHDOV WKDW GLVSDUDWH
LPSDFW WKHRU\ LV WKH PHFKDQLVP &RQJUHVV LQWHQGHG IRU OHQGLQJ
GLVFULPLQDWLRQ YLFWLPV WR EH DEOH WR XVH WR FRPEDW SROLFLHV DQG
SUDFWLFHV WKDW DSSHDU IDLU LQ IRUP EXW DUH GLVSURSRUWLRQDWHO\ DGYHUVH
LQ HIIHFW
7KH TXHVWLRQ RI WKH YDOLGLW\ RI LPSDFW WKHRU\ LQ IDLU OHQGLQJ FDVHV
KDV WDNHQ FHQWHU VWDJH LQ WKH GHEDWH RYHU KRZ EHVW WR DFKLHYH FUHGLW
HTXDOLW\ LQ WKH WZHQW\ILUVW FHQWXU\ 7KH RXWFRPH RI WKLV GHEDWH KDV
GLUH FRQVHTXHQFHV IRU FRQVXPHUV 7KH VHWWOHPHQWV EHWZHHQ LQGLUHFW
DXWR OHQGHUV DQG WKH &)3% DUH LOOXVWUDWLYH ,Q LWV ODZVXLWV DJDLQVW
LQGLUHFW DXWR OHQGHUV WKH &)3% FODLPHG GLVSDUDWH LPSDFW
GLVFULPLQDWLRQ EDVHG RQ UDFH DQG QDWLRQDO RULJLQ DQG REWDLQHG
VHWWOHPHQWV WKDW DZDUGHG RYHU  PLOOLRQ GROODUV WR FRQVXPHUV ,I
WKH (&2$ LV IRXQG QRW WR DXWKRUL]H GLVSDUDWH LPSDFW OLDELOLW\ WKLV
FRPSHQVDWLRQ ZRXOG SUREDEO\ EH ODEHOHG LOOHJLWLPDWH 0RUHRYHU QR
IXWXUH (&2$ SODLQWLIIV FRXOG EH FRPSHQVDWHG IRU KDUP FDXVHG E\
OHQGHUV¶ GLVSDUDWH LPSDFW GLVFULPLQDWLRQ HYHQ LI WKH\ ZHUH DEOH WR
SURYH LW LQ FRXUW 7KLV ZRXOG EH D VDG GD\ IRU FUHGLW HTXDOLW\
DGYRFDWHV
&RQJUHVV UHFRJQL]HG WKH LPSRUWDQFH RI FUHGLW LQ $PHULFDQ
VRFLHW\ ZKHQ LW HQDFWHG WKH (&2$ 7KH ODZPDNHUV UHDOL]HG WKDW WKH
VWDWXWH FRXOG VHUYH LPSRUWDQW VRFLDO YDOXHV E\ SURWHFWLQJ WKH ULJKW RI
FRQVXPHUV WR HQKDQFH WKHLU HFRQRPLF VWDWXV WKURXJK FUHGLW
WUDQVDFWLRQV 7R HQVXUH WKDW FUHGLW LV GLVSHQVHG IDLUO\ WKH (&2$¶V
KLVWRU\ VKRZV WKDW &RQJUHVV VRXJKW WR HOLPLQDWH ERWK LQWHQWLRQDO DQG
XQLQWHQWLRQDO EDUULHUV WKDW LPSHGH FUHGLW HTXDOLW\
7KH 6XSUHPH &RXUW¶V UHDVRQLQJ LQ ,QFOXVLYH &RPPXQLWLHV
VLJQLILHV WKDW KLVWRULFDO FRQVFLRXVQHVV LV YLWDO ZKHQ D FRXUW PXVW
GHWHUPLQH ZKHWKHU &RQJUHVV LQWHQGHG IRU D VWDWXWH WR DXWKRUL]H
GLVSDUDWH LPSDFW OLDELOLW\ ,QGHHG WKH &RXUW¶V GLVFXVVLRQ RI WKH
)+$¶V OHJLVODWLYH KLVWRU\ DQG SROLF\ REMHFWLYHV KLJKOLJKWV WKH
VLJQLILFDQFH RI D VWDWXWH¶V KLVWRULFDO EDFNJURXQG WR GHFLVLRQPDNHUV
DQG RIIHUV JUHDW LQVLJKW LQWR KRZ WKH &RXUW VKRXOG UXOH RQ WKH
YDOLGLW\ RI LPSDFW WKHRU\ WR SURYH OHQGLQJ GLVFULPLQDWLRQ FODLPV $
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OHJDO UHDOLVW ZKR EHOLHYHV WKDW &RQJUHVV LV PRWLYDWHG ODUJHO\ E\
SROLF\ FRQVLGHUDWLRQV VKRXOG ORRN DW WKH &RXUW¶V KLVWRULFDO IRFXV DQG
SROLF\ GLVFXVVLRQ DV D VLJQDO WKDW WKH &RXUW WKDW GHFLGHG ,QFOXVLYH
&RPPXQLWLHV EHOLHYHV GLVSDUDWH LPSDFW OLDELOLW\ LV D QHFHVVDU\
DQWLGLVFULPLQDWLRQ WRRO WKDW LV LQKHUHQW LQ IDLU OHQGLQJ OHJLVODWLRQ
(&2$ SODLQWLIIV GHVHUYH WKH ULJKW WR SURYH GLVSDUDWH LPSDFW
FODLPV DV &RQJUHVV DSSDUHQWO\ LQWHQGHG :RPHQ IRXJKW IRU DQG
ZRQ WKLV EDWWOH GHFDGHV DJR ,W ZRXOG EH D VWHS EDFNZDUGV IRU VRFLHW\
LI WKLV DQWLGLVFULPLQDWLRQ WRRO LV UHPRYHG IURP OLWLJDWLRQ RI IDLU
OHQGLQJ FODLPV :KLOH VRPH PD\ ILQG WKH YHU\ FRQFHSW RI OLDELOLW\
IRU XQLQWHQGHG GLVFULPLQDWLRQ DV DQ DIIURQW WR MXVWLFH DQG IDLUQHVV
WKH WUXWK LV WKDW UHVWULFWLQJ WKH (&2$ WR GLVSDUDWH WUHDWPHQW FODLPV
LV LQFRPSDWLEOH ZLWK WKH VWDWXWRU\ JRDO RI HTXDOLW\ IRU DOO
FUHGLWZRUWK\ DSSOLFDQWV 7R HOLPLQDWH DQ\ GRXEW VRPH PD\ KDYH
UHJDUGLQJ FRQJUHVVLRQDO LQWHQW SROLF\PDNHUV VKRXOG DPHQG WKH
(&2$ WR H[SUHVVO\ VWDWH WKDW LPSDFW DQDO\VLV LV D YDOLG SURRI
PHWKRG ,I WKH\ IDLO WR GR VR WKH 86 6XSUHPH &RXUW VKRXOG IROORZ
LWV KROGLQJ LQ ,QFOXVLYH &RPPXQLWLHV DQG GHFLGH WKDW GLVSDUDWH
LPSDFW OLDELOLW\ LV LQGHHG FRJQL]DEOH XQGHU WKH (&2$
 /HJDO UHDOLVP LV D PHWKRG IRU XQGHUVWDQGLQJ WKH ODZ WKDW IRFXVHV RQ ODZ
QRW DV UXOHV DORQH EXW DOVR DV ZKDW RIILFLDOV GR ZLWK WKHP 0RVW OHJDO UHDOLVWV
EHOLHYH WKDW ODZ UHVXOWV IURP VRPH EDODQFH EHWZHHQ WKH UROH RI HDUOLHU FUHDWHG
UXOHV VRFLDO DQG KLVWRULFDO IDFWV DQG WKH VRFLDO DQG LQWHOOHFWXDO EDFNJURXQGV RI WKH
RIILFLDOV 6HH HJ 025721 - +25:,7= 7+( 75$16)250$7,21 2) $0(5,&$1
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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
